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—this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
touched.”—American Banker. 


it will tell you how 
the Par Clearance System 
affects your bank 


—whether you charge exchange or remit at par. If you 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision whether your bank shall con- 
tinue its present policy or change. You will find them in 


The Clearing and Collection of Checks 


By WALTER E. SPAHR 


You can order this book on 5 days’ approval from the 
$3.00 Bankers Publishing Co., 185 Madison Ave., N. Y. $3.00 





THE BANKERS MAGAZINE 


[Continued from page 11} 
THE BANKER AND His CUSTOMER 


INTEREST FROM Day OF DEPOSIT 
By Hubert W. Ryan 


Trust FUNDS AND THE DEPRESSION 
By Carl W. Fenninger 


BANK ADVERTISING AND DEPRESSION 
By Edwin Bird Wilson .. 


AN UNPROFITABLE LOAN 
New ENGLAND BANKERS ON BUSINESS 
DISCOUNTING ACCOUNTS RECEIVABLE 


APPRECIATION, DEPRECIATION AND STABILITY 
By William Hayes .. 


BANKING AND COMMERCIAL LAW 
By John Edson Brady .. .. 543 


REBUILDING THE GERMAN BANKS 
By to. Ree. ce cs, ce, TSS 


THE FINANCIAL SITUATION ABROAD... .. «2 «ws wf 40.56 ben en GL 
Cunnenr Cospemows mt CaAMaApA 6. kw cc ce ee ew ee tee ee 
Derenmaveoeas, Gammmea MoOTmS .. .. <- ss o8) oe Se es 02: 308 
THe OrpesT BANE IN THE WVORED <;. <. ss ss. 9%) We eee to oa Oe 
BANKERS FAVOR PROHIBITION REPEAL .. .. .. .- «se ee «ee «s 582 
THE ProposED UNIFICATION OF BANKING ... .. 6. os cs on «ce 583 
“ex Te Ge ik ks ae Sa OSS Sk ee ea ee ee 


FLEXIBILITY IN WINDOW DISPLAY FIXTURES 
By Howard Arndt... .. .. 587 


How Banxs ARE ADVERTISING wie. ter ee ces ee,” heme ee 
WHat THEY Say ee eee ee eS ee ae ee ce 
LeTTERS now Oun Reamens: <. cc 68 Se See DAO eee cee ee 


ForsES WRITES AN OPEN LETTER TO BANKERS .. .. .. .. .. .. 596 


Comneo Bananas’ OCoevenqoms .. .. .. «fas Gb OR a 


New Savaty Locmen wok Tetawee .. «. 6. ct ee te le ee ew a 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial Arts 
Index and the International Index to Periodicals. For further references on the above subjects consult 
The Bankers Magazine semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 





THE BANKERS MAGAZINE 


If you are planning a new bank 
building, you ought to read... 


The Fandensentele of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 
ing and profitable. 


It is profusely illustrated, and 


attractively printed and bound. 


ORDER BLANK 
BANKERS PUBLISHING COMPANY Send for 
185 Madison Avenue, New York 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 





The Publisher’s Page 


HE SUGGESTION that all the banks of the country 

be brought into a single system, an idea which is put 

forth from time to time, has again been brought forward. 

The plan and its effects, if carried out, are discussed in 

an editorial, “The Unification of Banking,” which begins 
on page 489. What the Bank Management Commission of the 
American Bankers Association and prominent bankers think of 
the idea may be found on page 583, under the heading “The Pro- 
posed Unification of Banking.” 
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$W™ All sndseriptions to this work should commence with the July number, being the commencement of a new volume 


A SupsscripTion Bit, Sent Out sy THE BANKERS MAGAZINE 
Sixty-Two YEARS AGO. . 


In THE ante-depression days, wide distribution of bank stocks 
was considered by most bankers as an advantage and it was 
in order to achieve such distribution of ownership that many 
banks reduced the par value of their shares. Just what effect 
this multiplicity of stockholders is having at the present time, is 
related by L. Douc tas MeReEpITH, assistant professor of eco- 
nomics at the University of Vermont, in an article, “Too Many 
Bank Stockholders!” which begins on page 495. “The experience 
of the last three years,” says Professor Meredith, “indicates that 
wide distribution of stock of the country bank is now held in less 
favor than formerly. Bankers must appreciate that wide diversifi- 
cation of bank stock ownership is desirable only in so far as it is 
associated with stability of ownership.” 


How To MAKE the small account profitable is one of the questions 
that every present-day banker is trying to solve. It pops up at 
every banking convention and conference; is discussed every time a 
group of bankers get together. In an article, “Making Small 
Accounts Pay,” beginning on page 499, THEODORE W. Kwnaura, 
of the firm of Knauth, Nachod & Kuhne, Leipzig, tells how this 
problem has been solved by European banks. “Let us see,” says 
{Continued on page xiv} 
x1 
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Statement of the ownership, management, 
circulation, etc., required by the Act of Con- 
gress of August 24, 1912, of The Bankers 
Magazine, published monthly at Boston, Mass., 
for April 1, 1932. 

State of New York, County of New York. Be- 
fore me, a notary public in and for the State 
and County aforesaid, personally appeared J. R. 
Duffield, who having been duly sworn according 
to law, deposes and says that he is the busi- 
ness manager of The Bankers Magazine and 
that the following is, to the best of his knowl- 
edge and belief, a true statement of the owner- 
ship, management (and if a daily paper, the 
circulation), ete., of the aforesaid publication 
for the date shown in the above caption, re- 
quired by the Act of August 24, 1912, em- 
bodied in section 411, Postal Laws and Regula- 
tions: 


1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: Publisher, Bankers Publishing 
Co., 185 Madison avenue, New York; editor, 
E. H. Youngman, 185 Madison avenue, New 
York; business manager, J. R. Duffield, 185 
Madison avenue, New York. 

2. That the owner is: (If owned by a cor- 
poration, its name and address must be stated 
and also immediately thereunder the names 
and addresses of stockholders owning or hold- 
ing one per cent. or more of total amount of 
stock. If not owned by a corporation, the 
names and addresses of the individual owners 
must be given. If owned by a firm, company, 
or other unincorporated concern, its name and 
address, as well as those of each individual 
member, must be given.) Bankers Publishing 
Co., K. F. Warren, E. H. Youngman, J. R. 
Duffield, all of 185 Madison avenue, New York; 
I. V. Butt, Scarsdale, N. Y.; Warren Publica- 
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of which stockholders of one per cent. or more 
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street, Cambridge, Mass. 


3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 
per cent. or more of total amount of bonds, 
mortgages, or other securities are: (If there 
are none, so stat2.) None. 


4. That the two paragraphs next above, giv- 
ing the names of the owners, stockholders, and 
security holders, if any, contain not only the 
list of stockholders and security holders as 
they appear upon the books of the company, 
but also, in cases where the stockholders or 
security holders appear upon the books of the 
company as trustee or in any other fiduciary 
relation, the name of the person or corporation 
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and belief as to the circumstances and condi- 
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corporation has any interest direct or indirect 
in the said stock, bonds, or other securities 
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5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid sub- 
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date shown above is (This information 
is required from daily publications only.) 

J. R. DUFFIELD, 
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Notary Public. 
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E BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 
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Reserve Liability of Proprietors 
under the Charter - - £4,500,000 
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Head Office, 4 Threadneedle Street, London, E. C. 2 
EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 
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Kingston 
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Korong Vale 
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Mirboo North 
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Morwell 
Myrtleford 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI- 
TAL TERRITORY 


Canberra 


NEW SO. WALES 
Sydney: 

Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 
Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Ballina 
Bathurst 
Bega 
Rellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Terilderie 
Kempsey 
Kyogle 
Lismore 


N. S. Wales, Contd. 
Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 

South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters Towers 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Tpswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richniond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


SO. AUSTRALIA 
Adelaide 
Gladstone 
Kooringa 

Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Wirrabara 


W. AUSTRALIA 
Perth (St. George’s 
Terrace) 
237 Murray St. 
Subiaco 
Albany 
Beverley 
Sunbury 
Carnamah 
Dowerin 
Fremantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 
Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


Kaitaia 
Levin 
Manaia 
Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


New Plymouth 
Newton 

(Auckland) 
Otaki 


Stratford 
Taihape 
Taumarunui 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Paeroa 
Palmerston Nth. 
Patea 

Raetihi 

Rotorua 


Principal Correspondents in North America 


CANADA: 
Bank of Montreal 
Canadian Bank of Commerce 

UNITED STATES: 
Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Central Republic Bk. & Tr. Co., Chicago 


UNITED STATES, Contd.: 


Continental Illinois Bk. & Tr. Co., Chicago 
Guaranty Trust Company, New Yor 
National City Bank of New York 
Philadelphia National Bank, Philadelphia 
Wells Fargo Bank & Union Trust Co., 
San Francisco 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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Mr. Knauth, “how a Continental bank handles the account of a 
small business man. When he opens the account the choice is 
given him of having either a check or a current account. On the 
former, he is required to maintain a certain balance, on which he 
is given a fixed rate of interest. On the latter, the method invari- 
ably chosen for all but the largest depositors, and for foreign 
banks, no specific balance is required, but the account is subjected 
to a fee that is calculated on the turnover, so that the more active 
the account is, the greater will be the commission and the more 
pleased will be the bank. . If an account shows a balance, the 
depositor is given interest, at a rate somewhat higher than on a 
check account, as the latter is free of commission.’ 


In THE March issue of THE BANKERS MAGAZINE, Professor 
FrepERICK A. Braprorp, associate professor of economics at 
Lehigh University, proposed a solution for the problem of the 
small bank in an article entitled “Solving the Small Bank’s 
Problem.” In this issue Donatp B. SirH, assistant cashier of 
the First National Bank of Mishawaka, Ind., takes issue with 
Professor Bradford’s plan in an article, “Too Liquid for Profit,” 
which begins on page 503. 


ADVICE TO THE holders of railroad bonds is given by Haro.p G. 
PaRKER, vice-president of the Standard Statistics Company, in 
an article, “About Those Railroad Bonds,” which begins on page 
507. Says Mr. Parker: ‘The bondholders can do little, if any- 
thing, to solve the real railroad problem. They must, along with 
the rest of the world, await a return of a fair-or normal business 
volume. They can, however, put up a stiff fight to protect the 
‘apital already invested.” 


THE BIG GERMAN banks have recently been reorganized and, in 
some cases, consolidated in order to put them on a sound financial 
basis. Just how this has been accomplished is explained by J. F. 
Rvupow in an article, “Rebuilding the German Banks,” which be- 
gins on page 553. 


New ENGLANDERs are credited throughout the nation with being 
shrewd business men. What New England business men, and New 
England bankers, favor in bringing about a return to prosperity 
is therefore of interest throughout the United States. Their opin- 
ions, secured by answers to a questionnaire sent out by the New 
England Council, are presented on page 531, under the heading 
“New England Bankers on Business.” 


UNDER THE LEADERSHIP of A. P. GIANNINI, now chairman of its 
board, the Bank of America N. T. & S. A., of California, has 


begun a state-wide “Back to Good Times” movement. Read 
about it on page 585. 
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THE MITSUI BANK, LTD. 


Capital Subscribed... . - + Yen 100,000,000.00 
Capital Paid-Up .... . . + Yen 60,000,000.00 
Reserve Funds .... . . » Yen 50,800,000.00 
Deposits (as of Dec. 31st, 1931) . « . Yen 637,440,000.00 


Founded in 1683 as the Mitsui Money Exchange House 
which changed the title to the Mitsui Bank in 1876. 


Head Office: No. 1 Surugacho, Nihonbashi-Ku, TOKYO, JAPAN 


PRESIDENT: 
G. MITSUI 
MANAGING DIRECTORS: 
. IKEDA N. KIKUMOTO R. IMAI J. KENJOH 
DIRECTORS: 

. YONEYAMA T. HARA H. KAMESHIMA K. FUKUI 
BARON T. MITSUI T. TOYAMA 
AUDITORS: 

. YAMAMOTO M. SHIMODA S. OHASHI K. KISHIMOTO 


New York Acency, 6] Broadway, New York City 
R. TAKAGI, Agent 


HOME BRANCHES 


Tokyo (2), Yokohama, Nagoya (2), Kyoto, Osaka (5), Kobe, Hiroshima, 
Shimonoseki, Moji, Wakamatsu, Fukuoka, Nagasaki, Otaru (Hokkaido) 


(figures in brackets show the numbers of city branches) 
FOREIGN BRANCHES 


New York, London, Shanghai, Bombay, Sourabaya 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 
Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza, Prevesa, Vathy, 
Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 
ASSOCIATED BANK in LONDON 
The Commercial Bank of The Near East, Ltd. 


4 London Wall Buildings, E. C. 2 
with branches in CONSTANTINOPLE and ALEXANDRIA 


Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, 1.¥. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 


Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA.- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 
G 


rant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 
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The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL £4,000,000 

RESERVE FUND $3,380,000] iaguties £7 JER NES 
CURRENCY RESERVE ce eeeessese £1,500,000 
RESERVE LIABILITY of Proprietors 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout. Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 25; 
Queensland, 18; Tasmania, 3; New Zealand, 48. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or ser for-collection. Commercial and Circular Credits 
issued available throughout the World. 
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BANK at NEW SOUTH WALES | 


| With which are | THe WESTERN AUSTRALIAN BANK and 
} *malgamated | THE AUSTRALIAN BANK OF COMMERCE, Ltd. 
AUSTRALIA 
Paid-up Capital £8,780,000 
Reserve Fund 6,150,000 
i 8,780,000 


£23,710,000 
Aggregate Assets, 30th Sept., 1931, £90,111,427 
General Manager, ALFRED CHARLES DAVIDSON 
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Head Office—George St., Sydney | London Office—29 Threadneedle St., E. C. 2 
694 BRANCHES AND AGENCIES 
In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Guinea and London 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS’~ BRUSSELS’ LIVERPOOL HAVRE ANTWERP 


Condensed Statement, March 28, 1932 


RESOURCES 

Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers ....... $ 171,738,703.71 
U. S. Government Bonds and Certificates . 285,767,078.71 
Public Securities 38,142,829.36 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities .. 21,572,323.17 
Loans and Bills Purchased ......... idlieouts 641,634,027.98 
Real Estate Bonds and Mortgages .... 2,029,648.98 
Items in Transit with Foreign Branches .......... 3,301,059.81 
Credits Granted on Acceptances ..... Re eer 81,672,151.37 
Bank Buildings ...... 14,497,506.29 
Accrued Interest and Accounts Receivable bos 9,245,345.36 


$1,277,400,674.74 


LIABILITIES 


Capital ...... ce. $ 90,000,000.00 
Surplus Fund . 170,000,000.00 
Undivided Profits ... 24,963,384.21 
$ 284,963,384.21 
Accrued Dividend ........... ald lastal 4,350,000.00 
Accrued Interest, Miscellaneous, ‘Accounts 
Payable, Reserve for Taxes, etc. ............ — 8,585,075.43 
Acceptances ......... 81,672,151.37 
Liability as Endorser on ianainneiten and 
Foreign Bills . PMA RAE 4,898,415.92 
I noth ila ec dales as cenifisioniay - $881, 731,659.23 
Outstanding Checks ....................  11,199,988.58  892,931,647.81 


$1,277,400,674.74 
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Editorial Comment 


THE UNIFICATION OF BANKING 


the banks of the country into a 

ingle system. This idea is not new. 
It emerges from time to time, and its 
appearance now may be ascribed to the 
excessive banking mortality of recent 
years, particularly among the state banks. 
Of course, one reason why there are 
more failures among state than national 
banks is due to the fact that there are 
so many more of them. Another reason 
is the diversity of laws under which the 
state banks operate. It is conceded that 
the national banks have made the bet- 
ter record for safety. But numerically 
and in point of total resources the ad- 
vantage is with the state banks. Also, 
it may be noted that some of the largest 
and best-managed banks in the country 
are outside the national system. 

These comparisons are not instituted 
for the purpose of advocating one sys- 
tem or the other, but merely as an in- 
troduction to the study of what is a 
very important problem. 

On some grounds the unification of 
our banking systems is clearly desirable. 
It would assure the operation of all 
banks under uniform laws and the same 
methods of governmental inspection. 
Where these laws and methods are now 
lax, and on the supposition that the uni- 
form system would provide greater 
strictness, this would be a decided gain. 
Another thing, of no small importance, 
would be that, so far as legal provisions 
are concerned, all banks would be placed 
on an equality. This would remove 
many of the conditions under which 
banks now compete with each other, and 
would tend toward greater safety. 

But in bringing about this uniformity 


Pres are afoot for bringing all 
s 


of banking laws and methods of inspec- 
tion, we have not reached the heart of 
the problem, which is to bring about 
better management. This would be done 
only to the extent that such management 
is assured by the laws and methods of 
examination. And it may be admitted 
that the gain thus afforded would by no 
means be negligible. Experience has 


shown, however, in the case of the na- 
tional banks, that something more is 
needed than is supplied by a uniform 
law and a single system of inspection. 


Having these advantages already, na- 
tional banks have shown marked differ- 
ences in their standards of management. 
In the main, such standards have been a 
reflection of the character of the men 
placed in the control of the banks. The 
success or failure of the banks has been 
affected also by the local conditions un- 
der which they operate. 

A uniform banking law would not, 
of itself, substitute good bankers for the 
inefhcient, nor would it alter the en- 
vironment under which banks must 
operate. 

One may not be sure, either, that the 
transfer of all banking control from the 
states to Washington is not open to ob- 
jections worthy of careful consideration. 
State laws are more flexible than those 
enacted at Washington, and they may 
be the more readily adapted to the vary- 
ing conditions under which the banks 
must operate. It is also uncertain as to 
the propriety of placing under Federal 
control the vast power such a banking 
consolidation would carry with it. 
Again, has the Federal Reserve Board 


shown such wisdom and capacity thus 
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far as to warrant turning over to it 
virtual control of all the banks in the 
country? 

Conceivably, the National Banking 
Act and the Federal Reserve System 
could be made so attractive, on the score 
of profits and safety, that all banks 
would be eager voluntarily to take 
shelter under their protecting wings. 

But very likely, whatever uniformity 
in banking laws and methods of inspec- 
tion may be achieved as the outcome of 
the plan now under consideration, we 
shall not get better banking until we 
discover some way of putting the man- 
agement of all banks into competent and 
honest hands and keeping it there. Is 
this an impracticable ideal? It is not 
believed to be so. 

Good banking laws and efficient ‘ex- 
amination are necessary, especially if our 
banking system is to remain democratic. 
But these are not enough, as experience 
has shown. Again it must be said, that 


the real need is for competent and hon- 


est banking, carefully established and 
vigilantly preserved. It is believed that 
we shall never have this until all banks 
are put under the scrutiny of competent 
and honest bankers. This can be done 
through efficient clearing-house organiza- 
tions, of which all banks must be made 
members and rigidly required to con- 
form to sound principles and practices, 
and to submit to constant inspection of 
their fellow members. The effectiveness 
of such a plan rests upon the assump- 
tion, believed to be entirely valid, that 
the banks of any wide area, taken as a 
whole, are both honest and competent in 
their management, and that they have a 
right, both for their own safety and for 
the protection of the community, to en- 
force sound principles and practices 
upon every other institution in the lo- 
cality doing a banking business. Such 
a plan, manifestly, would somewhat en- 
croach upon the liberty of the individual 
bank, but would restrain no operation 
consistent with safety. And at any rate, 
whatever is worth having must be paid 
for. 
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OUR FOREIGN INVESTMENTS 
(Yseces 8 members of the United 


States Senate seem greatly exer- 
cised over what they regard as 
the sad state of those of our trusting 
citizens who have been cajoled by un- 
scrupulous international bankers and 
oily-tongued bond salesmen into buy- 
ing foreign securities. Senators wax 
eloquent and tearful in bemoaning the 
losses these confiding investors have 
sustained. As usual, the widow and 
orphan loom conspicuously among the 
innocents thus defrauded. Very likely, 
if the truth were known, most of these 
investors are less entitled to sympathy 
than these turgid outbursts of tears and 
oratory would imply. They yielded to 
the lure of speculation, hoping for an 
appreciation of principal and a higher 
yield than domestic securities would af- 
ford. Sympathy bestowed upon them 
should be no greater than that accorded 
to others who risk their money and lose. 
But no doubt, in the long run, many 
of these foreign securities will turn out 
better than might be inferred from the 
outcry now being raised against them. 
Many have not defaulted on principal 
and interest, and where there have been 
defaults, substantial recoveries may be 
expected once conditions improve. 

Anyway, if we are to expend sym- 
pathy on investors who have sustained 
severe losses, why confine it to investors 
in foreign paper? If all our foreign 
investments should prove a total loss— 
as they most assuredly will not—this 
loss would be far less than that already 
sustained through depreciation and de- 
faults on our domestic investments. If 
we are to castigate the international 
banker and denounce foreign securities, 
why not apportion a due share of our 
excoriation to the local investment dealer 
and his domestic securities? 

Our policy in regard to foreign in- 
vesting may well be the subject of care- 
ful study. We went into this field 
rather rashly and were no doubt too 
eager to lend at a time when extreme 
caution was necessary. But there was 
a demand for outside capital which had 
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to be met, and no other country was in 
a position to supply this demand. 
American loans abroad may have ren- 
dered a service to the world beyond 
present power to measure. 

Whether this country is in a position 
permanently to occupy the place of a 
foreign investor on a large scale, and 
whether foreign investing is consistent 
with a high-tariff policy, are matters to 
be determined. But at any rate, there 
is no warrant for magnifying the losses 
due to foreign investments already made. 


A CONVENIENT ESCAPE FROM 
HEAVY TAXATION 


OR persons enjoying very large in- 
Prem a convenient way of escape 

from the payment of heavy super- 
taxes is found in the investment in state 
and municipal securities from which the 
income is exempt from Federal taxation 
Manifestly, if Congress levied taxes on 
the income from this type of securities 
it would seriously interfere with the 
fiscal policies of the various states. On 
the other hand, by exempting the income 
from state and municipal securities from 
Federal taxation, these securities are put 
in a favored class, making their market- 
ing easier, and tending to encourage 
municipal and state extravagance. 

From the public standpoint this ex- 
emption is considered as offering a direct 
incentive to persons of large incomes 
from contributing the share of taxes 
which Congress intends they shall pay. 
Doubtless those who are possessed of 
such incomes look upon tax-exempt se- 
curities as a refuge from unjust taxation. 
Such a difference of opinion is natural 
under the circumstances of the case. 

The Sixteenth Amendment to the 
Constitution of the United States, 
adopted in 1913, contains this pro- 
vision : 


“The Congress shall have power to lay 
and collect taxes on incomes, from what- 
ever source derived,” etc. 


It would seem that this language 
would have conferred on Congress the 
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necessary authority to tax the income 
from state and municipal securities. But 
the Supreme Court held otherwise. The 
real object of this provision was to per- 
mit the levying of an income tax with- 
out apportionment according to popula- 
lation, and the Supreme Court held that 
had it been the intention to enlarge the 
sources of taxation, the intention would 
have been stated in express language. 
In other words, “from whatever source 
derived” did not mean income from 
state and municipal securities. Some of 
the revenue acts passed since 1913 have 
exempted these securities from Federal 
taxation, but others have not contained 
the provision. But whether contained 
in the revenue acts or not, such income 
was exempt under the Supreme Court 
decision. 

If Federal deficits become a common 
experience, some means of tapping this 
rich source of revenue may have to be 
found. 


BANKING AND BUSINESS 
STANDARDS 


UST now the banks of the country 

are being subjected to much unfavor- 

able criticism. They have failed in re- 

cent years in large numbers, and the 
belief seems to be widespread that this 
record has been due either to the in- 
competence or recklessness with which 
the failed banks have been managed. 
Before assenting to this general indict- 
ment of the management of these 
unfortunate institutions, consideration 
should be given to the nature of the 
banking business. 

Banking is based on the country’s 
production and trade. In order that 
banking be sound and profitable it is 
essential that production and trade be 
the same. A super type of banker might 
safely manage his institution, at least 
for a time, while business generally was 
going to smash, but the average banker 
can perform no such miracle. 

The greatest mortality among banks 
in recent years has been in the agricul- 
tural sections of the country. Has the 
standard of bank management in these 
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cections deteriorated to an extent that 
would explain this excessive mortality 
among the banks whose principal busi- 
ness was with farmers? Surely, such is 
not the case. Bankers are quite as com- 
petent and as honest now as they have 
been at any time in the past. Probably 
they are more so. Therefore, the ex- 
planation for the high death rate among 
the banks must be sought elsewhere than 
in the decline in standards of bank 
management. Banks in the farming sec- 
tions have failed, not so much because 
their managers were incompetent as be- 
cause the business on which the banking 
was based-——farming—has been unprofit- 
able. 

But it is not farming alone that has 
been unprofitable. A_ recent book 
(“Pricing for Profit”) states that only 
about 4 per cent. of business concerns 
in this country are able to continue 
after a period of thirty years without 
refinancing, reorganization or merger. 

Thus it is seen that if we expect bank- 
ing to be sound and profitable, the busi- 
ness of the country on which banking 
rests must be sound and profitable also. 

Every wise attempt, by legislation or 
other device, to improve the standard of 
bank management is to be supported, 
for without question the country needs 
better banking. But while critics assail 
our banking, and so vociferously de- 
mand that it be reformed, let us not 
forget that many lines of business, on 
which banking rests, are in need of like 
attention. 

No system of banking will afford the 
relief we are seeking unless its improve- 
ment is accompanied by sounder condi- 
tions in production and trade. 


WHAT HAS HAPPENED TO 
BUSINESS 


OMMENTING on a tabulation 
( giving a summary of business 

profits for the years 1929, 1930 
and 1931, the Letter issued by the Na- 
tional City Bank of New York says: 


“Aggregate profits of the industrial 
and merchandising companies in 1929 


THE BANKERS MAGAZINE 


were approximately $3,524,000,000, and 
for the identical group of companies de- 
clined in 1930 to $1,937,000,000 and 
in 1931 to $718,000,000. No net in- 
come was reported in 1929 by about 8 
per cent. of the companies, whose com- 
bined deficits amounted to $68,000,000, 
while in 1930 there was 23 per cent. 
with deficits of $227,000,000 and in 
1930 there was 41 per cent. with $533,- 
000,000, all of which have been de- 
ducted in arriving at the net totals 
given. These companies had a combined 
‘net worth,’ made up of outstanding 
preferred and common stocks and sur- 
plus account at the beginning of 1931 
of $29,231,000,000, while the corre- 
sponding totals for 1930 and 1929 (not 
shown in the tabulation) were $29,060,- 
000,000 and $26,091,000,000  respec- 
tively. Average rate of profits return 
on net worth for the industrial group 
as a whole was 13.5 per cent. in 1929, 
6.7 per cent. in 1930 and 2.5 per cent. 
in 1931.” 


It will be seen from these figures that, 
compared with 1931, the preceding year 
was a fairly prosperous one, although 
profits were only half what they were 
in 1929. But the great drop in 1931 
brought profits down to only 2.5 per 
cent. Unless a substantial improvement 
takes place in the remainder of the pres- 
ent year, 1932 profits will probably 
reach the vanishing point for this group 
of industries. 


OPPOSITION TO THE REVISED 
GLASS BILL 


ANKERS who have appeared at 
the hearings of the Banking and 


Currency Committee of the Sen- 
ate on the revised Glass banking bill 
have expressed their opposition to the 
measure chiefly on these three grounds: 
(1) the bill is too drastic in character, 
especially with respect to the security 
loans of banks; (2) it pins too much 
faith on legal regulation of banking and 
Washington supervision; (3) the bill 
makes far-reaching alterations in bank- 
ing operations, and such changes under 
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present conditions are inadvisable and 
untimely. 

Generally speaking, the chief opposi- 
tion to the bill is that it is deflationary 
in character, and that if the banks were 
compelled to enter upon further defla- 
tion it would add to the existing business 
depression and indefinitely delay re- 
covery from it. 

The inflationary ‘character of the Fed- 
eral Reserve Act itself is slowly coming 
to be understood. It has been referred 
to in these pages repeatedly for a num- 
ber of years past, but without much 
effect. In a recent book (“Modern 
Banking Developments” by Newton D. 
Alling) it is shown that the possible 
credit expansion which the system per- 
mits reaches the staggering total of 
$90,000,000,000, or a practically un- 
limited figure. This author frankly 
states that “the depth of the present de- 
pression was made possible by the sys- 
tem.” 


But, 


admitting the potential and 
actual inflationary power inherent in the 
Federal Reserve System, one cannot con- 
cede that the present is an opportune 
time to correct this feature of the 


measure. There is, according to Sacred 
Writ, a time for everything, which 
clearly indicates that there likewise exist 
times when certain things should not be 
done. Deflation has already been carried 
to such lengths that a further applica- 
tion of it, especially to the extent which 
the Glass bill provides, would be a heroic 
remedy applied to a patient now en- 
feebled by a large dose of the same 
medicine. More of it might well prove 
fatal. 

Several of the provisions of the Glass 
bill seek to accomplish desirable banking 
reforms, but their immediate application 
is illtimed. Under the circumstances 
the best thing to do with this bill is to 
hold it for further study. It has been 
well intimated that, under the stress of 
present conditions, legislative measures 
of an extreme and unwise character are 
likely to be received with more favor 
than they deserve. 


THE VETERANS’ BONUS AND 
INFLATION 


oars for the immediate 
payment of some $2,000,000,000 
in cash to war veterans are 
coupled with arguments plainly defend- 
ing currency inflation. These arguments 
have a certain degree of plausibility, 
and they do not lack support even in 
high economic circles. It is held that 
the country is suffering from excessive 
deflation, and that the trouble would 
be relieved by a moderate amount of 
inflation. Furthermore, it is pointed out 
that the currency to be printed for pay- 
ing out this sum would be secured by an 
issue of Government bonds of a like 
amount, and would not therefore be 
open to the objections of a pure fiat 
currency. 

Such arguments overlook the real 
nature of a sound currency, which is 
issued for business purposes and not as 
a means of paying debts. Such payment 
is properly to be made out of revenues, 
and not by a resort to the printing press. 
Revenues are now deficient, and the 
cash to meet such heavy payments as 
would be called for under the bonus 
plan is not available at the Treasury. 
Very well, say the sponsors of the plan, 
print some money. 

Recourse to this method of providing 
for a deficiency in cash has caused loss 
to all classes in the community wherever 
and whenever tried, and it is difficult to 
understand how anyone acquainted 
with the disastrous experience of such 
attempts to bridge over deficits of 
revenue could seriously propose any- 
thing of the kind. Under ordinary con- 
ditions at the Treasury a situation like 
this could be met by the issue of bonds, 
the sale of which would provide the re- 
quired amount of cash, and without 
direct inflation such as would result 
from the issue of $2,000,000,000 of 
fresh circulation. But we are not now 
faced by “ordinary conditions,” but by 
those of an extraordinary character, 
and to propose placing a bond issue of 
the amount indicated would further 
hinder the efforts to balance the budget 
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and would seriously damage the coun- 
try’s credit. 

Those who served their country in 
time of war rendered to it an inestimable 
service, and they now have a like op- 
portunity of showing patriotic devotion 
to their country by refraining from 
making demands that cannot be granted 
without serious embarrassment to the 
public credit. 


A MORATORIUM ON PARTY 
POLITICS 


ITH the conventions of the 
\ X / two great (?) parties to be held 
at Chicago next month, the 
minds of bankers are naturally some- 
what occupied with the position to be 
taken in the platforms and as to the 
names to be placed before the voters. 
For a long time voters have been 
puzzled to discover the real differences 
between the Republican and Demo- 
cratic parties, notwithstanding the 


vociferous claims from each side as being 
the repository of all the wisdom and 


virtue of the country. Time was, in 
Grover Cleveland’s day for example, 
when the Democrats were for a revenue 
tariff minus protection; but they have 
lost that distinction from the Repub- 
licans. Under Bryan’s fantastic leader- 
ship the Democrats took up the free- 
silver heresy; but they have been con- 
verted to gold. Wilson for a time came 
near to persuading them to favor the 
League of Nations; but even so ardent 
a Wilsonite as Newton D. Baker has 
shown a readiness to abandon that or- 
ganization, at least for the present. 
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Of course, the Democratic orators 
will insist that the Republican party is 
the party of privilege, while theirs is 
the party of the people. This claim is 
purely political in character, appealing 
only to those of simple minds. 

Prohibition may or may not be an 
issue in the approaching campaign. At 
present such division of opinion as exists 
relating to this matter cuts into both 
parties. 

The present session of Congress has 
won the confidence of the people just 
in proportion as it has shown a disposi- 
tion to ignore partisan advantage and 
to legislate solely with the public wel- 
fare in view. It must be apparent that 
the present line-up of parties in Con- 
gress is unsatisfactory. There is no de- 
cisive majority in either the House or 
Senate, and it is dificult for the people 
properly to apportion praise or blame 
for what is done or omitted. If either 
party had a clear majority in both 
houses, the situation would be better. 
Perhaps this close balance of power 
arises from the lack of sharp divergencies 
of the two parties respecting principles 
and policies, and the voters conclude 
that they may as well support one as 
the other. 

Our situation may yet become so 
serious that we shall have to do as Eng- 
land has done, form a coalition govern- 
ment, where the interests of the country 
rather than of parties shall be the para- 
mount consideration. At present the 
Republican and Democratic parties are 
so much alike that their merger into a 
single American party would not be 
illogical. 





Too Many Bank Stockholders ! 


Wide Distribution of Stock, Thought to Be an Advantage Dur- 
ing “Boom” Days, Now Found to Be Weakness 


By L. DouGLas MEREDITH 
Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


ers Association in 1929 conducted 

an investigation in different parts 
of the country in an attempt to deter- 
mine the desirability of wide distribu- 
tion of bank stock. A number of 
replies to the queries were received fa- 
voring both the affirmative and negative 
sides of the question but affirmative re- 
plies predominated to such an extent 
that the Journal, in discussing the in- 
vestigation in the issue of June, 1929, 
stated that the following conclusion 
seemed warranted: 


Te Journal of the American Bank- 


Wide distribution of the stock of the 
country bank appears to be a more desir- 
able condition than that of the closely held 
institution in the same field. A multiplicity 
of stockholders is considered to be both a 
business builder and an insurance of the 
support and loyalty of the community. 


Banking history of the last three years 
warrants further examination of this 
conclusion reached in the balmy days of 
1929. 

The more remote the rapid and un- 
precedented advances of stock prices in 
1928 and 1929 become, the more readily 
cool retrospect recognizes and affirms, 
even on the part of some former “New 
Era” enthusiasts, that those two years 
constituted a boom period in American 
business and stock market history. 
Manifestations of the “boom” were most 
clearly evidenced by the participation of 
individuals everywhere in the rampant 
and mad speculation in common stocks. 
The longer the “boom” continued, the 
more widespread became the participa- 
tion in the speculative orgy. 

It is generally conceded that stocks 
of the larger banks find no place 
among security exchange listings’ in 


order to eliminate or keep at a mini- 
mum, if possible, some of the wide 
fluctuations in prices and the element of 
speculation. As the speculative hysteria 
spread, stocks of the larger banks be- 
came increasingly attractive as specula- 
tive media and absence from exchange 
lists was partially if not completely off- 
set by improved over-the-counter facili- 
ties. Slowly but surely the speculative 
interest extended to stocks of smaller 
banks, many of which were located hun- 
dreds of miles from financial centers and 
for the stocks of which only local and 
narrow markets prevailed. 


BANK SHARES ALLURED 


The conditions peculiar to the period 
rendered bank shares increasingly allur- 
ing. The demand for loans to carry on 
the business of the “boom” and to 
finance speculation created a ready mar- 
ket for all available banking funds. High 
call-loan rates brought attractive returns 
to bankers who diverted into the call 
loan market funds frequently needed for 
the prosecution of meritorious local en- 
terprises. Employment of all available 
funds and the high returns from call 
loans combined to enhance earnings 
greatly which, in turn, induced bankers 
to increase their capital stock in order 
to carry on a larger volume of business. 
As prices of bank stocks in financial cen- 
ters advanced before the speculative 
surge, the demand for local bank stocks 
accordingly became greater and prices 
of the latter group possibly advanced 
more rapidly than those of the former 
because of the generally narrower mar- 
kets prevailing. 

The optimism of many bankers during 
the boom period attributed highly desir- 
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able aspects to the participation of the 
public in the ownership of bank shares 
as indicated by the quotation above, and 
many bankers facilitated the purchase of 
bank stocks in almost every manner pos- 
sible. Depositors received invitations to 
participate in additional issues of stock 
and generally responded with applica- 
tions many times in excess of the 
amounts of stock to be issued. High “bid 
and asked” prices and falsely assumed 
prospects of continued high rates of 
earnings prompted directors to declare 
stock dividends and to split stock, thus 
enhancing the marketability and, in 
turn, facilitating speculation in bank 
shares. It was assumed, as also indi- 
cated by the quotation from the A. B. 
A. Journal, that wide diversification of 
ownership of bank shares enhanced the 
stability of the bank and simultaneously 
afforded fruitful sources of new busi- 
ness. 

Three years ago, the enlarged bodies 
of bank shareholders seemed to contain 
only elements of strength for the fa- 


vored banks. Many of the enlarged lists 
of stockholders have since then become 
dismaying sources of weakness during a 
period in which banks have suffered 
severe tests and have needed to marshal 
every source of virility. 


A THREEFOLD RISK 


New stockholders frequently _ re- 
sponded to the appeal for business di- 
rected to them upon the purchase of 
their shares. Many accounts of more 
or less nominal sums were opened and 
previously existing accounts were aug- 
mented for this reason. Thus, the stock- 
holder’s risk, as a result of his commit- 
ment, became greatly increased and as- 
sumed a threefold nature: 

(a) He risked his commitment in the 
shares purchased, which commitment 
was generally several or many times 
larger than the par value of the stock 
because of the speculatively inflated 
purchase price. 

(b) He risked the deposit made after 
purchasing the shares and which deposit 
was frequently made out of a sense of 
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obligation to a business in which he held 
an interest and as a result of more or 
less pressure brought to bear upon him 
by the bank’s officers or new business 
department. 

(c) He assumed the additional risk 
contingent upon the double liability gen- 
erally attached to bank stock. Unfor- 
tunately, many purchasers of bank 
shares remained wholly unaware of this 
contingent liability until knowledge of 
this fact accompanied rumors of failure. 
Many shareholders even then incorrectly 
comprehended this provision, some of 
them even fearing, in instances familiar 
to the writer, that they were liable for 
twice the amount paid for the stock at 
time of purchase instead of being liable 
for an amount equal only to the par 
value. 

The assumption of this threefold risk 
on the part of the stockholder resulted 
not from the desire to commit funds to 
an enterprise in order to derive mere 
income therefrom but, to a great extent, 
this factor was ignored. .Commitments 
were made instead for the primary pur- 
pose of harvesting fanciful speculative 
gains from increased appreciation of 
market value. This incentive received 
strong aggravation from the prevalent 
nation-wide speculative mania and the 
advances of security prices to unprece- 
dented heights caused by the “vicious 
spiral” which revolved alluringly. 


SOURCES OF WEAKNESS 


The motive prompting acquisition of 
bank shares at that time built up many 
bodies of stockholders on an unsound 
basis. Countless purchasers of bank 
shares failed to comprehend their duties 
and responsibilities as owners of bank 
stock. A stockholder should commit his 
funds to any enterprise, banking or 
otherwise, solely because he holds an 
earnest conviction that over a period of 
time the business will afford a satisfac- 
tory return on his investment. His com- 
mitment should not be made on a basis 
of fantastic and visionary estimates of 
profits and continued prosperity but in 
full appreciation and anticipation of 
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periods of adversity and widely fluctuat- 
ing earnings. The stockholder should 
purchase bank shares because of his firm 
conviction of the substantial soundness 
and economic justification of the busi- 
ness and should be willing to accept 
graciously the responsibilities inherent in 
his commitment. 

The false premise upon which many 
stockholders purchased shares has ag- 
gravated the difficulties suffered by 
banks during the subsequent business de- 
pression. The obvious purpose for which 
purchases were generally made implied 
all too frequently that the stockholders 
had other extensive speculative lines out- 
standing. The collapse of security prices 
rendered myriads of those speculators 
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The collapse of security prices late in 
1929 was followed by evidences all too 
tardily comprehended that business was 
catapulting into a depression. Series of 
bank failures after a while began to 
sweep various areas and at that time the 
instability of the larger bodies of stock- 
holders who had purchased bank shares 
on false and unsound promises became 
more obvious. When rumors of failure 
permeated the atmosphere and runs be- 
came manifest, these transient sharehold- 
ers, instead of adhering to the convic- 
tions which should have prompted the 
purchase of shares, sought to save what 
they could in fashion which becomes 
only the speculator. Sooner or later 
cognizant of the frequently misunder- 


“Bankers must appreciate that wide diversification of bank 
stock ownership is futile as an end in and of itself but, as a 
means of enhancing stability of the institution, possesses great 
value when carefully supervised and scrutinized. The building of 


a relatively large and, at the same time, stable body of stock- 
holders presents a difficult but important problem to the banker 
who seeks to maintain an institution most capable of withstanding 
the tests of time.” 


prostrate under the burdens of their 
commitments and loans. Many of them 
felt that their ownership of shares en- 
titled them to further extensions of 
credit and leniency on the part of the 
banks, and bankers too frequently ac- 
quiesced in this point of view. Where 
shares had been hypothecated, they were 
frequently sold forcedly at the instance 
of bankers who pressed for reductions 
of loans. The wide extent of the de- 
pression, which resulted in deflation of 
values of all assets, tended to reduce the 
ability of many stockholders who suc- 
ceeded in retaining their bank shares, to 
meet their double liability when occa- 
sions arose. In so far as many specula- 
tors were concerned, their prostrate 
financial conditions literally rendered 
void or, at least worthless, their double 
liability. 


stood double liability provision and 
aware of his two other risks, the specu- 
lator usually joined the mad throng in 
order to reduce partially, at least, his 
threefold risk by claiming his deposit 
made or augmented after the purchase 
of shares. Even though he could not 
usually escape from double liability if 
the bank closed its doors within a cer- 
tain period of time after the sale of his 
shares, the speculator frequently sought 
to market his shares at first rumor in 
time to avoid double liability, if pos- 
sible, and to realize as much as possible 
before further depreciation in the value 
of his shares occurred. Increased offers 
of shares in narrow markets greatly de- 
pressed values and tended to incite sus- 
picion of other shareholders and cus- 
tomers and to aggravate tense situations. 
Thus, the speculator, while seeking to 
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avoid the risks which he had so eagerly 
and fearlessly assumed, increased the dis- 
tress of the bank through his efforts to 
reduce his risk and salvage his assets. 
Furthermore, he attempted this just at 
the time when, as a stockholder, he 
should have been supporting the bank 
to the utmost. 


CONCLUSION 


A stockholder should be the type of 
individual whose name on the stock 
book brings strength to the institution. 
His convictions in the merits of the en- 
terprise should attract his interest to its 
every endeavor. His connections with 
the institution should be such that in 
time of stress he will contribute his sup- 
port and not seek to escape hastily from 
his self-assumed risks and earlier im- 
plications of soundness and _ stability. 
Every stockholder should appreciate his 
duty as a more or less closely related 
member of the new business staff seeking 
to direct toward the institution all busi- 
ness which will enhance its strength and 
stability and, indirectly, the income of 
his shares. 

Wide diversification of ownership of 
shares generally possesses distinctly de- 
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sirable attributes for a corporation and 
does for banks when the purchases are 
made out of the proper motives. How- 
ever, the experience of the last three 
years indicates that wide distribution of 
stock of the country bank is now held 
in less favor than formerly. Bankers 
must appreciate that wide diversification 
of bank stock ownership is desirable 
only in so far as it is associated with 
stability of ownership. Diversification 
of ownership of bank shares is futile as 
an end in and of itself but, as a means 
of enhancing stability of the institution, 
possesses great value when carefully 
supervised and scrutinized. The build- 
ing of a relatively large and, at the same 
time, stable body of stockholders pre- 
sents a difficult but important problem 
to the banker who seeks to maintain an 
institution most capable of withstanding 
the tests of time. He seeks to enjoy the 
advantages of wide diversification of 
bank shares and to avoid the uncertain- 
ties which develop when the stockhold- 
ers’ list takes on speculative aspects. 
This problem merits the banker’s best 
efforts in order to reconcile the advan- 
tages and the risks inherent in distribu- 
tion of bank shares. 





Making Small Accounts Pay 


Method Used by Continental Banks Explained and Suggested for 
Adoption by American Banks 


By THEODORE W. KNAUTH 
Of Knauth, Nachod & Kuhne, Leipzig 


checking account is interestingly 

discussed in the February issue of 
THE BANKERS MaGaZINE by J. L. Dart, 
comptroller of the Florida National 
Bank of Jacksonville, Fla., who argues 
convincingly that a careful checking of 
costs will demonstrate that accounts 
averaging less than a few hundred dol- 
lars’ balance are a direct loss_to the 
banks that carry them. Unfortunately, 
the small accounts are often the most 
active ones as well, maintained as they 
are by the housewives and the small 
business men and women of the country, 
the great masses of individuals who are 
the backbone of our national life. If 
the banks have on the whole been will- 
ing to burden themselves with an unre- 
munerative part of their business, the 
reason must be that they expect to re- 
ceive their reward indirectly, in the 
good-will they create by their willing- 
ness to serve even the smallest members 
of the community. Small accounts may 
grow into big ones, and a satisfied cus- 
tomer is frequently the means by which 
profitable business is turned toward his 
bank, but the value of such good-will is 
not of a kind that can be put into a bal- 
ance sheet. When times are hard and 
business is bad, the cost sheets are scru- 
tinized with redoubled care, and the 
value of accounts that do not bear their 
share of the general burden of the ex- 
penses is questioned by the auditors and 
directors, while officers and tellers are 
hard put to it to justify the retention of 
such accounts for the sake of their fu- 
ture value, when their present earning 
status is in red ink. The usual remedy 
that is proposed and put into effect is 
the imposition of a fixed fee of a dollar 
or more per month on all accounts that 


Tee perennial problem of the small 


do not show a certain minimum balance, 
and the frequent result is an unhappy 
controversy with the depositor, which 
too often ends in the closing of the ac- 
count. 

‘“That’s no great loss,” say the audi- 
tors, as one more small balance goes by 
the board, and from their standpoint 
they are right. It is their job, after all, 
to criticise and cut down expenses, while 
the officers have to worry about build- 
ing up the business. The loss of an ac- 
count, as every bank manager knows, is 
apt to be a permanent one, and the dis- 
satisfaction that is felt by a customer at 
being treated in a manner which he re- 
gards as unfair is likely to spread in the 
community, as he recounts his tale of 
woe to his friends. It is generally not 
the customer’s fault that he does not 
keep a larger balance in the bank; he 
puts in as much money as he can, and 
pays his monthly bills, happy if he al- 
ways has enough in the bank to insure 
their payment. If he has to close his 
account because of a charge that seems 
to him unduly burdensome, he must 
keep his money at home and pay in cash. 
The next time he has money at his dis- 
posal, it is safe to say that he will go to 
another bank than the one that turned 
him out before. 

The trouble with the fixed fee method 
is that it is arbitrary. It is not graded 
according to the amount of work which 
the bank is asked to perform, but solely 
on the balance which the depositor is 
able to keep. He is charged a fee if his 
balance falls a few dollars short of a 
fixed amount, while his neighbor, with 
perhaps only a slightly larger balance, 
goes off scotfree. It handicaps the poor 
man as against the rich one. An ac- 
count which lies entirely idle, if below 
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the minimum, is taxed at the full rate, 
while an active one, which is a real 
burden to the bank, gets services for 
nothing, merely because its balance is 
somewhat higher. Mr. Dart points out 
that many an account whose balance is 
perfectly satisfactory is really a source 
of loss to the bank, since its activity is 
out of proportion to the balance. It is 
clear that the balance alone is not the 
proper criterion by which to estimate 
the value of an account to the bank. The 
work that it entails must also be taken 
into consideration. 


FUNCTIONS SAME; PRACTICE VARIES 


The basic functions of a bank are the 
same the world over, but banking prac- 
tice varies from country to country, as it 
is influenced by local tradition, legisla- 
tion, habit and many other factors. 
American banks have a system of their 
own, the result of a hundred and fifty 
years of practical experience in their 
own country. So have British banks 
with a tradition that is even older, while 
the many nations of the Continent of 
Europe have their own method of han- 
dling their banking business that is dif- 
ferent from both. In England and on the 
Continent, branch banking has con- 
centrated banking activity into the hands 
of a very few all-powerful institutions, 
while America, wisely, I think, sticks to 
the local independent bank. On the 
Continent, but not in England, or the 
United States either for that matter, the 
banks carry on an investment and securi- 
ties business in connection with their 
ordinary commercial activities. The 
check system, which works so well in 
England and America, is rudimentary on 
the Continent, owing largely to unfavor- 
able legislation, and payments are made 
mostly by book transfers from bank to 
bank, or through the mediation of the 
Post Office. In several European coun- 
tries, the banks are to a greater or less 
degree government-owned, particularly 
since the recent crisis brought some of 
the largest of them into trouble, while 
on the other hand government inspection 
is practiced in America, but not else- 





where. The list of contrasts and re- 
semblances might be extended indefi- 
nitely, but at the bottom the fact re 
mains that the problem is everywhere 
the same— it is only the method of solv- 
ing it that differs. 

Let us see how a Continental bank 
handles the account of a small business 
man. When he opens the account, the 
choice is given him of having either a 
check or a current account. On the 
former, he is required to maintain a cer- 
tain balance, on which he is given a 
fixed rate of interest. On the latter, the 
method invariably chosen for all but the 
largest depositors, and for foreign banks, 
no specific balance is required, but the 
account is subjected to a fee that is cal- 
culated on the turnover, so that the 
more active the account is, the greater 
will be the commission, and the more 
pleased will be the bank. It will be seen 
how diametrically opposed this is to the 
American practice, where the best ac- 
counts, from the standpoint of the bank, 
are those that show no activity at all. 
If an account shows a balance, the de- 
positor is given interest, at a rate some- 
what higher than on a check account, as 
the latter is free of commission. The 
small depositor is therefore induced to 
keep his balance as large as possible, and 
to avoid an overdraft. If a loan is 
granted him, it will be by means of a 
permission to overdraw up to a stipu- 
lated amount, against security that is 
pledged as in America it is pledged 
against a note, and he is charged inter- 
est and an overdraft commission accord- 
ing to the extent that he avails himself 
of his overdraft privilege. Certain types 
of transactions, such as purchases or sales 
of securities, or of foreign exchange, are 
charged with a special fee, and are ex- 
empt from the turnover charge. At the 
end of the month, when the account is 
balanced, the total appearing on the 
larger side, debit or credit, less the 
“free” items, and less the initial balance, 
is computed, and made the basis of the 
turnover commission. A usual fee is 
one-tenth of 1 per cent. In addition, a 
small fee of three or four cents per item 
is charged, to cover the cost of postage 
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and material incurred in running the 
account. Check books are charged at 
cost. 

It will be seen that under the Con- 
tinental system, the depositor pays 
strictly for the services he receives from 
the bank. The bank does little or no 
work for nothing, as is so often the case 
in America, and every item contributes 
its share toward meeting the expenses. 
It is not surprising to note that the in- 
come from commissions frequently ex- 
ceeds the income from interest in the 
profit and loss statement of a European 
bank. On the other hand, the customer 
pays only for what he gets; if he prefers 
to keep his account idle, as a species of 
savings account, his commission charge 
will be nothing, and his interest corre- 
spondingly high. If he uses his money 
in his business, and calls on the bank 
for accommodation, he pays for the 
privilege as he uses it, in the shape of 
debit interest and a commission. He is 
not, however, called upon to bear the 
cost of somebody else’s account, as must 
necessarily be the case where the sole 
income of the bank is derived from the 
interest it is able to earn from the use of 
the balances that are kept with it, and 
where the owner of the large, inactive 
account is compelled to pay for the cost 
of handling the small and the active ac- 
counts, whose share in bearing the 
burden is small, if it is not indeed a 
minus quantity. 

The question of interest on deposits 
is solved on the Continent by giving to 
each item appearing on an account a so- 
called “value” date, which may or may 
not be the same as the date of entry, 
and which is used as the basis for com- 
puting interest. Withdrawals from the 
account are charged “value day of pay- 
ment,” that is to say, at once. Deposits, 
unless they are checks or transfers on the 
books of the bank itself, are credited 
“value” one or more days later, depend- 
ing on where they are payable, and the 
time it takes to collect them. If a tech- 
nical overdraft occurs, because of de- 
posits that are in transit, this will show 
itself on the interest statement, and will 
result in an overdraft commission and 
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debit interest. If a customer is in good 
standing, or if the bank has security 
from him, nothing is said, but if his 
status is in doubt, his payments may be 
held up as they would be in America, 
until his deposits are collected. 


NO STARTLING CHANGES ADVOCATED 


In outlining thus briefly for American 
readers the general plan used by 
European banks for handling the busi- 
ness of their customers, it is not my in- 
tention to criticise the methods in vogue 
in other countries, or to advocate any 
startling changes in a system that is gen- 
erally satisfactory. Banking procedure 
is an outgrowth of many factors, deeply 
rooted in the traditions and the folk- 
ways of a people, and the things that 
work well in one country often will not 
work at all in another. Even in the 
United States, where standardization has 
spread so widely, local usage will often 
compel different methods in different 
sections of the country—the problems of 
a bank in the South or the West will 
not be the same as those of a bank in 
New England or New York. The par- 
ticular problem which is the subject of 
this article, however, namely, the ques- 
tion of the small account and how it can 
be made to pay, is universal to all. The 
customary remedy, the imposition of an 
arbitrary fee that is based on the aver- 
age balance, seems to me to meet the 
need only half-way. A complete answer, 
when one is found, will not only have 
to fit the exigencies of the case, but to 
conform to American customs and usage 
as well. I see no reason why, in this 
particular case, a leaf cannot be taken 
out of the book of European banking 
lore and adapted to meet American 
needs, within the scope of American 
tradition. What American banks are 
doing now is to charge their customers, 
or rather some of them, because their 
balances are too small. What they 
might do would be to charge them ac- 
cording to the work they are required 
to do for them. A turnover fee, plus 
a somewhat more liberal interest allow- 
ance, would, it seems to me, answer the 
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purpose. As it is now, a majority of a 
bank’s customers receive no interest, and 
pay no commission. Let them be paid 
interest on all balances, large or small, 
subject them to a turnover charge of 
one-tenth of 1 per cent. or more, and 
charge them for the material supplied 
to them, and see if this would not bring 
in the small depositors who today are 
being driven out. A payment of inter- 
est will bring their money back to the 
banks, and the banks will be able to af- 
ford to pay interest if they can be fairly 
compensated for the work they are now 
required to do for nothing. The really 
big accounts, whose balances are so sub- 
stantial as amply to cover the cost of 
running them, can be granted freedom 
from the turnover charge, as_ the 
European “check” accounts are free 
from it. The amount of the commis- 


sion can be made to vary, in accordance 
with the circumstances of the individual 
account, but the principle of conforming 
the compensation that is justly due the 


banks for the work involved, instead of 
fixing it arbitrarily, should be adopted 
in fairness both to the banks and to their 
customers. 

A balance of $300 kept by a house- 
wife on an account against which she 
draws twenty checks a month to pay her 
bills must always be a losing proposition 
to the bank, yet the woman in question 
has no other convenient way of handling 
her household finances than to make use 
of the bank. She will not object to pay- 
ing the bank for this convenience, if she 
is asked to do so on a fair and reason- 
able basis, but an arbitrary charge will 
rouse her resentment. The shopkeeper, 
with a larger balance, but with more 
work connected with his account, will 
not object to a fee if he is at the same 
time given a little more interest. The 
larger idle account, trust money and 
the like, will not be taxed for the benefit 
of others, and the desirable account of a 
big corporation can be attracted by the 
offer of freedom from a commission. The 
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bank will have an increased income from 
commissions, as against a perhaps 
slightly reduced income from interest 
earned, but it ought also to be able to 
register a decided improvement in its 
relations with the public. A_ public 
which feels that it is being squarely 
treated, which is paying fairly for ser- 
vices received, will not hesitate to give 
its business to the bank that bases its 
charges on the item, and not on the 
balance. The small account, the one 
that keeps the money circulating, will 
suddenly become the most desirable one, 
and a competition for the patronage of 
the humbler members of the community 
will result. In the aggregate, their sup- 
port far outweighs that of the rich, if it 
can once be firmly secured. 

The ideal state would see every citi- 
zen provided with a bank account, ac- 
cording to his capacities and his needs. 
This implies, however, that a means 
must be found for taxing all alike on an 
equitable basis toward the support of 
the bank that handles their affairs. The 
only fair method is to charge people for 
what they get, and this can, I think, 
most easily be done by a commission 
based on the turnover on their accounts, 
on the European model. The check 
system, organized and perfected as it is 
in America, offers a convenience to the 
public the value of which cannot be 
overestimated. It ought to become uni- 
versal, and to reduce the need for cur- 
rency to a minimum, but if this is to be 
done, the system must be made to pay 
the banks for the trouble it costs them. 
The present system does not sufficiently 
do this, and the situation is only super: 
ficially bettered by the imposition of the 
arbitrary fee. 

I would be glad if the thoughts evoked 
by Mr. Dart’s article should lead to 
further discussion, and to such study as 
would result in the evolution of a new 
and American solution of the problem 
that will bring the banks to the people, 
and the people to the banks, to the ever- 
lasting good of both. 





Too Liquid for Profit 


A Reply to Professor Bradford’s Recent Proposal for Solving the 
Small Town Bank Problem 


By Donatp B. SMITH 
Assistant Cashier First National Bank, Mishawaka, Ind. 


BANKERS MaGAZINE, Frederick A. 

Bradford, associate professor of 
economics, Lehigh University, writes 
an article entitled “Solving the Small 
Bank’s Problem.” The theories of 
country banking which Professor Brad- 
ford expounds are interesting to the 
practical banker. 

Professor Bradford proposes to set 
up the small country bank to operate 
with a highly liquid primary and sec- 
ondary reserve and a restricted loaning 
policy. 


[' the March, 1932, copy of THE 


STATEMENT OF CONDITION OF 


Resources: 
Local Loans 


U. S. Bonds (43 per cent. on U. S. Liberties) 
U. S. Treasuries (3% 
Bankers’ Acceptances (2$ per cent.) 

Commercial Paper (Prime 3} per cent.)............06. 


Secondary 
Reserve 


Cash in Vault 


Primary 
Reserve 
Furniture and Fixtures 
Banking House 


Liabilities: 
Capital Stock 
Surplus 
Deposits (Demand) 
Deposits (Time at 3 per cent.) 


The following six points give a con- 
densed idea of how Professor Bradford 
would set up his bank and what its 
policies of operation would be. 

1. Local Loans at a minimum—to be 
short-term and of assured liquidity. 

2. Sizable Primary Reserve of cash 
in bank and on deposit with other 
banks to be maintained. 

3. Secondary Reserve to consist of 


open market commercial paper, bankers’ 


acceptances and United States Govern- 
ment securities. 

4. Levying of Service Charges to meet 
actual cost of carrying accounts and 
to create a reasonable profit. 

5. Capital Stock to be about $10,000. 

6. Managing Officer would be called 
upon to exercise very little judgment 
or foresight, but only need be honest 
and accurate. 

Using these theories let us set up 
in actual figures a bank such as is 
recommended, and see how such a bank 
would operate in actual practice. We 


PROFESSOR BRADFORD'S BANK 


$10,000 
100,000 
75,000 
75.000 
40,000 


per cent.) 


Cash in Other Banks 


$415,000 


$10,000 

5,000 
150.000 
250,000 


$415,000 


have conscientiously tried to follow his 
ideas as far as possible, without con- 
sulting him. 

There is no question but that this 
bank, as it stands, is liquid and able 
to pay off almost dollar for dollar in 
a very short time. Professor Bradford 
admits that the set-up would not 
produce much in earnings. But let 
us see what the earnings would be, 
roughly estimating, of course. 
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Annual Income: 


Local Loans @ 7 per cent. (.07 x $10,000) 

Liberty Bonds @ 4} per cent. (.0425 x $100,000) 

U. S. Treasury Certificates, 33 per cent. (.03375 x $75,000) 
Bankers’ Acceptances, 2$ per cent. (.02625 x $75,000) 
Commercial Paper, Prime 3} per cent. (.$375 x $40,000) 


Miscellaneous Income 


Annual Expense: 


Interest on Savings, 3 per cent. (.0275 [average] x $250,000) 


Salaries: 


Pe CGE Lc sae cae ne ws 


Assistant 

Two Clerks 

Janitor 
Dividends, 5 per cent. (.05 x $10,000) 
General Expense 


Annual Operating Loss 


In all fairness to Professor Bradford, 
it must be admitted that he might be 
able to re-arrange his earning assets so 
that the income total would be a little 
larger. However, it would seem that 
the bank investment account would 
bring in just enough to cover operating 
costs and could not create necessary 
reserves against possible losses or un- 
usual expenses. 


WILL IT FILL CREDIT NEEDS? 


If the total of local loans is to be 
restricted to a minimum amount and 
the loans to be only of short maturities, 
say thirty, sixty, and ninety days, will 
the bank fill the credit needs of the 
town? 

We have in mind a bank of about 
the same totals as we have given the 
Bradford Bank, namely $415,000, all 
of whose loans must measure up to a 
high standard, and situated in a town 
which does not demand large lines. 
We find their loan total to be about 
$70,000, seven times the amount in 
Professor Bradford’s bank. Professor 
Bradford suggests that the customers 
who cannot qualify, go to special insti- 
tutions. It is presumed he refers to 
the Federal Land Bank and other 
Government loaning agencies. Possibly 
he refers to the life insurance com- 
panies. There is a large group of 
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legitimate and honest borrowers that 
these agencies could not take care of. 
This restricted policy would not create 
a friendly feeling toward the bank and 
would bar many deserving borrowers 
with unquestioned ability to pay. It 
would tend to throttle enterprise and 


stultify the commercial life of the town. 

Although the second reserve recom: 
mended by Professor Bradford is be: 
yond reproach as to marketability and 
safety, it is possible to sustain a shrink- 
age in its market value. Suppose that 
this bank bought in May, 1931, $25,000 
U. S. Fourth Liberty Loan Bonds at 
the market price. Also the bank pur 
chased $25,000 U. S. Treasury Certifi- 
cates, 3 3/8 per cent. of 1940-43. 
Then, to better its cash position in the 
face of a deposit decline, it sold them 
in March, 1932. (See table opposite.) 

There is a loss of $4,406.29 for a 
bank whose small earning ability has 
been unable to create reserves. 


SERVICE CHARGES 


Now about these service charges that 
it is proposed to levy. We allowed 
$5000 for the annual income from 
them. We believe that is more than 
could be collected. It is hard to believe 
that the average bank depositor, feeling 
as he does toward the banks today, 
would reconcile himself to charges 
covering all costs of operation. The 
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May, 1931 


March, 1932 25,000 


May, 1931 
3 3/8 per cent., 1940-43 


March, 1932 25,000 


service charge on accounts below a 
minimum balance is now generally 
accepted as just, but the hank is a 
semi-public institution, more so in the 
smaller towns, and extraordinary charges 
might create considerable resentment. 
It would take the good-will, yes, even 
the active co-operation of the entire 
town to make a success of such a 
program. 

Professor Bradford infers that the 
executive officer of such a liquid bank 
would have to exercise very little judg- 
ment and be only honest and accurate. 
Even in the highly liquid bank, with 
its small amount of local loans to be 
made, we cannot feel that these qualifi- 
cations are enough. The chances of 
bad management are possibly reduced, 
but for a bank with so little capacity 


$25,000 U. S. 4th Liberty Loan Bonds @ 104 3/32 


$26,023.47 
OS WE Wek. sc sesnvns 24,304.68 


ee Pare 1,718.79 


25,000 U. S. Treasury Certificates 


@ 101 26/32.......... 25,453.13 
@ 22,765.63 


‘Total Loos <s.s0- $4,406.29 


to create undivided profits, it would 
seem imperative that the managing 
officer make practically no mistakes. 
Professor Bradford brings out in the 
introduction to his article that bad 
management is to blame for most of 
our small bank failures. He is correct. 
Would it not be possible for poor 
management to wreck a bank such as 
he writes about? 

In theory this “filing station” type 
of bank is excellent. In actual opera- 
tion it is doubtful if it would operate 
to earn enough to make overhead, and 
might die of dry rot, sterilized by 
its very rigid excellence. It is not 
“fool-proof” against failure and does 
not meet the requirements demanded 
of a country bank by the average com- 
munity. 


Mitchell Opposes the Bonus 


of the United States Government 

and to the stability of our mone- 
tary system” would be the economic ef- 
fects of a bill proposing to pay in cash 
the balance due war veterans on their 
adjusted service certificates, in the opin- 
ion of Charles E. Mitchell, chairman of 
the National City Bank of New York, 
as expressed in a letter to Senator Elmer 
Thomas of Oklahoma. 

Mr. Mitchell’s letter follows: 


GG veen damaging to the credit 


My dear Senator Thomas: 


I have your letter of March 25 asking 
My opinion as to the economic effects of 
a bill proposing to pay in cash the balance 
due veterans on their adjusted service certifi- 
cates, amounting to $2,400,000,000. 

In my opinion the effects of such a bill 
would be gravely damaging both to the 


credit of the United States Government and 
to the stability of our monetary system. 
The bill opens the way to a paper-money 
inflation of unlimited possibilities. 

Once the Government embarks upon the 
use of the printing press there is no logical 
stopping place, as the arguments which are 
advanced to justify a degree of inflation 
can always be advanced to justify more. 
It would seem as though the world should 
have had enough of the evil consequences 
of paper-money inflation to deter any coun- 
try from deliberately launching out on such 
a program as a cure for economic distress. 

According to your statement, the bill 
proposes to increase the amount of money 
in circulation by $2,400,000,000. Should 
this aim be realized and the circulation so 
increased, the effect would be to reduce the 
reserve ratio from its present figure of 71 
to 46, or close to the legal 40 per cent. 
minimum, while the ‘free gold’ would be 
reduced from $1,500,000,000 to a little over 
$500,000,000. 
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In short, any such increase in currency 
outstanding would bring us dangerously near 
the limit of expansion of our banking 
system and leave very little margin for the 
further demands upon our gold reserves 
which would almost certainly be precipitated 
by the radical nature of the legislation itself. 

Actually it would be impossible, in my 
opinion, to bring about any such permanent 
increase in the currency as is contemplated, 
for the reason that money paid out in this 
way would not stay out. There is no 
shortage of currency in this country. Only 
a limited portion of the business of this 
country is done with currency, checks being 
the common means of payment. 

If currency should be paid to the veterans 
as you propose, if they did not themselves 
deposit it in banks they probably would use 
it for payments to merchants or other parties 
who would so deposit it, and that would 
practically terminate its circulation, be- 
cause, as stated, the banks have only a 
limited demand for currency. 

The amount now in circulation is close 
to the highest level in many years—higher 
than in 1929, when the price level and 
state of employment both required more 
currency than at the present time. The 
Federal Reserve System could readily supply 
more currency now if there was a demand 
for it. The fact that such demand is 


lacking is shown conclusively by the ten- 
dency in recent weeks for currency to flow 


back into the banks, the amount of such 
flow amounting only last week to $42,000,- 
000. 

As the currency paid out into this bill 
flowed back into the banks and was rede- 
posited in the Reserve banks it would supply 
the basis for at least a tenfold expansion 
of bank credit. The prospect of any such 
inflation of credit as this would almost 
certainly reawaken alarm both at home and 
abroad as to the soundness of our monetary 
system, give stimulus to hoarding and set 
in motion a new flight of capital from this 
country, which would seriously endanger 
our ability to remain on a gold basis. 

Apparently there are some who regard 
a departure from the gold standard as a 
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certain step toward prosperity, but none of 
the nations which have gone off the gold 
standard during recent years has enjoyed 
prosperity as a result, and all have made 
strenuous efforts to return to gold at the 
earliest possible moment. 

England did not go off gold voluntarily, 
but was forced off only after she had 
borrowed hundreds of millions of dollars 
in an attempt to defend her gold position. 
While it is quite true that trade in England 
has derived a certain temporary stimulus 
from the depreciated pound, which has en- 
abled British exporters to undersell com: 
petitors in foreign markets, it should not 
be forgotten that ultimately the depreciation 
of the currency must reflect itself in a rise 
in internal prices and wages, thus tending 
once more to equalize productior costs. 

In the last analysis the permanent ad- 
vances in British trade must come from a 
reorganization and improvement in British 
industry, together with a revival of world 
trade in general and not from a cheapening 
of the money. 

In short, I regard the proposed legislation 
as dangerous in the extreme. It will affect 
the Government financing, making it more 
costly, if it does not lead to printing money 
for other government expenditures, as well 
as for the bonus payments, which would 
result in complete demoralization. 

It will throw all financing into confusion, 
making more difficult, if not impossible, the 
renewal of maturities, for it will create 
uncertainty as to the future value of the 
dollar. Depreciation of the currency will 
immediately affect the purchasing power 
of all wages and cause wage controversies 
everywhere throughout the country. 

Present conditions in the country are 
due to disorganization and confusion re 
sulting from the war and war inflation, and 
this proposal would intensify these condi- 
tions. I do not wish to dwell further upon 
details, but since you ask for my opinion 
I will say that in advocating this measure 
you are assuming a responsibility of the 
utmost gravity. 

Very truly yours, 
C. E. MitcHeELt. 





About Those Railroad Bonds 


Piling Up of Fixed Charges May Mean a Demand for “Reorgan- 
ization” Later On — This Is When the Railroad 
Bondholder Should Beware 


By Harotp G. PARKER 
Vice-President Standard Statistics Company, Inc., New York 


from this depression with an in 
creased burden of debt, which will 
have to be refunded. Many of the 
best authorities feel that the railroads, 
as a whole, are already over-capitalized. 
They think that the roads have: neg- 
lected to charge off as useless or obsolete 
much of their plant which probably 
never again will be of much value. 
Thoze making these statements usu- 
ally add that the only way out is for 
the roads to “reorganize.” Right here 
is where a bondholder or a representa- 
tive of a bondholder should show fight 


Ti railroads will certainly emerge 


it to the stockholder. For example, 
if the average earnings of a certain 
railroad property over a period of years 
justify a real value for all security- 
holders of $100,000,000, the property 
may be bonded for $60,000,000. Dur- 
ing the recent past, perhaps up to 1929, 
and unfortunately even through 1930 
and 1931, such a road probably paid 
dividends and in some cases even spent 
millions to acquire stock in other rail- 
roads. 

Under present conditions this road 
may show cash earnings which fall 


. below bond interest and equipment 


“The bondholders can do little, if anything, to solve the real 


railroad problem. 


They must, along with the rest of the world, 
await a return of a fair or normal business volume. 


They can, 


however, put up a stiff fight to protect the capital already 


invested.” 


Unfortunately, when the word “re- 
organization” is heard, bondholder: do 
not always show the resistance that 
they should. 

Let us analyze what is really meant 
by railroad “reorganization.” No matter 
what happens to its capitalization, a 
railroad is still a going concern and is 
capable of turning in about the same 
amount of revenue. It doesn’t go out 
of business. 

Reorganization cannot mean anything 
in the world but the taking away of 
something from the bondholder to give 


Portion of an address before the recent 
Midwinter Trust Conference. 


maturity requ‘rements. The usual as- 
sumption is that there is only one way 
out, that is, receivership, clo.ely fol- 
lowed by reorganization. A bondholder 
can play only one part in this picture. 
Whatever form the reorganization takes, 
it all amounts to nothing more than a 
remission of a certain porticn of the 
debt, which is owed to the bondholders 
by the stockholders. Too frequently 
the fact that the stockholder has 
“promised to pay” or forfeit his equity 
is forgotten by both parties. 

If a bondholder is approached today 
to cut his debt in half on such a road 
it may sound like a reasonable proposi- 
tion. Under present conditions, with 
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the debt cut in half, the road perhaps 
is still not earning its charges twice 
over. Probably, also, the bonds of 
this road are selling at around 25 cents 
on the dollar. The argument therefore 
is that the bondholder will be benefited 
by substituting a bond worth 50 cents 
for one which is selling at 25 cents. 
But the property is still worth $100,- 
000,000. Even if the stockholders have 
mismanaged their financial affairs, they 
are still unable to take away from the 
road its fundamental earning power, 
which, in the last analysis, establishes 
its real value. 

If the bondholder consents to a 
writedown of 50 per cent. of his 
claims he merely makes the stock- 
holder a present of $30,000,000, or 
more than the stock would be entitled 
to in the form of earnings in several 
years. 


WHAT THE BONDHOLDER CAN DO 


Now, the bondholder can do a great 


deal to prevent such treatment. There 
is no reason whatever why he should 
acsume that, because he owns only a 
few bonds, nothing can be done about 
it. Working through a_ bondholders’ 
organization or other units which may 
develop, he should insist that reorgan- 
ization be postponed until normal earn- 
ings are restored. The receiver should 
be allowed to operate the properties 
in the meantime. Interest payments 
should be temporarily waived, if neces- 
sary. 

It is much better to go without 
interest for a year or two than to 
have one’s capital or perhap: the inter- 
est payments cut in half for fifty years. 

One of the things which has come 
to be accepted as an ordinary condition, 
is the borrowing by a railroad or other 
corporation for fifty or sixty years. 
There is too little thought given to 
repayment. 

At a time like the present, it be- 
hooves the representatives of bond- 
holders to bring this thought to the 
fore. Loans are made on the as-ur- 
ance that, if the ability to pay interest 
and principal is lacking, the properties 
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can be taken over for the sole benctit 
of the bondholders. Relying upon aver- 
age earnings performance, creditors 
have granted long term loans. If the 
creditors keep the property in their 
own hands for a long enough period, 
the earnings will probably show that 
most loans were originally just:fied. 
It will be evident that it would have 
been foolish to accept a los: which one 
may be inclined to take at a time like 
this. 

When the smoke blows away, if 
bondholders generally feel that this de- 
pression experience has proved con- 
clusively that the fixed charges of our 
railroads are altogether too high, they 
are in a position to see that the situa- 
tion is corrected. They may very well 
refuse to purchase the refunding i:sues 
which are sure to be offered, unless 
definite arrangements are made for a 
gradual retirement of the outstanding 


debt. 


IS CONTINUOUS EXPANSION OF RAILROAD 
PLANT INVESTMENT NECESSARY? 


It may be that the old idea that 
railroad plant investment must be con- 
stantly expanded is wrong. The time 
to correct the situation will be when 
earnings begin to improve. There is 
no reason why the railroads should not 
employ sinking funds as: do other cor- 
porations, when there is insufficient 
proof as to the necessity of a cons:ant 
growth in the capital account. Evi- 
dence indicates that a high proportion 
of railroad capital expenditures over 
the last several years has been, if not 
unsound, at least unprofitable. If the 
stockholder wishes to make that kind of 
inve:tment, that is his business. The 
bondholder should not allow his money 
to be used in that way. 

One very desirable type of security 
to meet this situation would be a five 
to ten year convertible bond. 

Such a security should carry with it 
an obligatory sinking fund which would 
require, with annual interest, a larger 
cash outlay than would be required by 
anv dividend on the common stock, suf- 
ficient under ordinary market condi- 
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tions, to set the open market price of 
the stock above the conversion price. 
It would then be a simple matter for 
this portion of the capitalization to be 
converted into equities in the next bull 
market, by issuing a call for the bonds, 
thereby forcing conversion. 

The Interstate Commerce Commis 
sion unquestionably will be in sym- 
pathy with any type of financing which 
will tend to reduce the fixed charges 
of the railroads. But it will not be 
enough for the bondholder simply to 
think that he desires a certain security. 
Bondholders should not hesitate to an- 
nounce their demands publicly. In 
particular, they should see to it that 
the banking houses and the Interstate 
Commerce Commission are fully ad- 
vised as to their position in the matter. 

Of course, the real way for the 
bondholder to enforce his desires is 
to refuse to purchase any securities 
which do not meet his requirements. 

There is another matter in which 


bondholders could and should take an 


active interest at the moment. That 
is, the matter of legislation which is 
being proposed to Congress. At the 
moment this legislation appears to be 
largely sponsored by the Interstate 
Commerce Commission.. In this case, 
as in those previously outlined, the Com- 
mission is showing that it has the inter- 
est of the investors very much at heart. 

One of its recommendations is the 
retroactive annulment of the recapture 
provision. It is true that such annul- 
ment would result in only small re- 
funds to minor roads. Nevertheless, 
it would remove as prior claims to all 
bonds an amount estimated to be in 
the neighborhood of $350,000,000. 

It is also suggested that what has 
been known as the “prudent invest- 
ment” theory should become a part 
of the law. 

Courts all over the country have 
rendered decisions which have tended 
to establish, for valuation purposes, 
what is generally referred to as the 
“reproduction new” value. In times 
of rising prices such a valuation is 
highly advantageous, particularly to the 
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stockholder, but now that a lower price 
level exists and may become more or 
less permanent, all of our corporations 
which have to tie rates to valuation 
are in a peculiarly dangerous position. 

The Interstate Commerce Commis- 
sion has all along held that the repro- 
duction valuation was unsound. In- 
stead of taking advantage of conditions, 
as they exist today the Commission is 
being consistent in offering protection 
to the security-holders by asking that 
its idea be incorporated into the law. 
No bondholder can very well subscribe 
to any other theory. His claims are 
fixed and will certainly be best pro 
tected by the incorporation of such 
a principle into the railroad law. 

In connection with the hearings on 
two bills: which the Commission has 
submitted to Congress, Commissioner 
Eastman has testified that it is the 
belief of the Commission that the 
railroads should in good times be 
permitted to earn enough to provide 
sufficient liquid cash reserves to tide 
them over the next depression. Mr. 
Eastman and the Commisison as a 
whole are certainly entitled to the 
whole-hearted support of all railroad 
bondholders for an idea of this sort, 
which can only be designed for their 
benefit. 

Any railroad bondholder, or trustee 
for such bondholder, should take an 
active interest in this legislation, which 
is being considered in Washington. It 
may not be wise to urge that further 
power be given the Commission as to 
investments and dividend disbursements 
of the railroads, but whatever changes 
in the laws and powers of the Com- 
mission bondholders feel that they 
want, should be vigorously fought for 
at this time. 

History shows that all progressive 
legislation is put through only in times 
of great stress. Now is the time to 
act. If one waits until railroad earn- 
ings are better, the emergency will have 
passed. The interest on the part of 
Congress in the welfare of investors 
in railroad securities will be merged 
with other interests. 
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BONDHOLDERS SHOULD PROTECT CAPITAL 
ALREADY INVESTED 


The bondholders can do little, if 
anything, to solve the real railroad 
problem. They must, along with the 
rest of the world, await a return of 
a fair or normal business volume. They 
can, however, put up a stiff fight to 
protect the capital already invested. 
Fortunately, in this round, which may 
be the decisive one, the railroad bond- 
holder has the United States Govern- 
ment with him. 

In the last analysis, he can absolutely 
dictate the terms and form of his future 
railroad investments. 

With the special aid that is being 
made available to the bondholders, they 


Untermyer on 


ROVISIONS of the much-discussed 

Glass bill now before Congress 

which deal with the separation of 
their security affiliates from national 
banks and trust companies, were praised 
by Samuel Untermyer, well known 
lawyer, in a recent statement. He 
termed the provisions “the most impor- 
tant, salutary and constructive piece of 
legislation since the Federal Reserve Act” 
and placed the responsibility upon the 
Treasury and Congress for “these long 
years of toleration of this vicious partner- 
ship between the banks and these security 
affiliates.” 

His statement, in part, follows: 

The Treasury Department and Congress 
are responsible for their [the security af- 
filiates’} toleration all these years. I regard 
them as primarily responsible for the fact 
that the big banks and trust companies have 
practically ceased to function for their 
legitimate purposes, because their deposits 
and liquid assets, instead of being devoted 
to legitimate banking purposes, are tied up 
in the form of “frozen assets” of these 
affliated companies... . 

I note with interest, but without surprise, 
that the same concentrated, overshadowing 
influence of the great banks and trust com- 
panies that have these affiliated investment 
companies attached to them, which at the 
time the Federal Reserve Act was before 
Congress were loudly denouncing it and 


have a right to feel that, relative to 
the other investors, they have in the 
present emergency a considerable ad- 
vantage. 


Railroad traffic, 


as a result of a 
decline in general business, is dis 
astrously low. Competitive agencies 
are seriously affecting earnings, but do 
not yet threaten to make railroading 
a decadent industry. The public now 
favors relief for railroads. There will 
be few if any further railroad receiv- 
erships. Needed legislation can be 
obtained. Readjustment of capitaliza- 
tion to restore the proper relationship 
between bonds and stocks can be 
effected when business has returned to 
normal. 


the Glass Bill 


predicting financial ruin if the bill were 
passed, are now voicing the same predictions 
and making the same desperate fight against 
being required to sever their relations with 
these affiliated security companies. 

Within two years after the enactment 
of the Federal Reserve Act these same 
calamity-howling leaders of the financial 
world were lauding to the skies the law 
that they had been denouncing and as to 
which they had been predicting all manner 
of dire disasters to the country... . 

The activities of these “affiliated,” specu- 
lative companies are responsible for many 
of our present misfortunes, and, among 
other things, for the lack of confidence in 
the banks and their inability or unwilling: 
ness to devote their funds to the legitimate 
business needs of the country. 

As a large holder of trust-company se- 
curities I realize that the vast past profits 
of these institutions have been made through 
these affiliates rather than in _ legitimate 
banking, and that no such profits can be 
expected in the future, when they have 
been restricted to their legitimate function 
of banking; but public safety requires that 
this be done. 

Nothing could more forcibly demonstrate 
the extent to which the country is being 
ruled by the financial interests than the long 
years of toleration of this vicious partner- 
ship between the banks and these speculative 
affiliates without a word of warning or 
protest from the government authorities, 
who must have realized its peril and illegal- 
ity. If it is at last to be corrected it will 
not be because of them, but in spite of them 
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Paying Interest on Deposits 


Public Must Be Educated Not to Expect Excessive Rates Which 
Prevent Banking Profits 


By C. S. L’ENGLE 


Vice-President Barnett National Bank, Jacksonville, Fla. 


RECENT study revealed that in- 
At paid on deposits for more 
than ten years had been rising 
out of proportion to other bank costs, 
resulting in the serious impairment of 
bank profits. It was also found that 
banks, in their efforts to pay the estab- 
lished high rates on deposits, were 
tempted into accepting undue credit 
risks that they might earn uch to 
pay the unsound high rates on deposits. 
In this lies the greatest of all danger. 
Unliquid invesiiucnts have always borne 
a greater return—and greater returns 
were necessary in order to pay the 
higher rates of interest. 

It should be remembered that in the 
last decade or two there has also been 
growing rapidly the custom of paying 
interest on classes of accounts that in 
previous years had not been considered 
entitled to interest. 

John M. Miller, Jr., president of 
the First and Merchants National 
Bank of Richmond, at a convention 
of the Virginia Bankers Association 
said: “The evils of paying interest 
at high rates are bound to lead you 
into trouble, as they have already led 
hundreds and thousands of banks in 
the United States into trouble.” Also, 
he said: “This high rate of interest 
is a disease, a chronic disease that is 
eating into the vitals of our business. 
It is leading into loans and investments 
which are not only slow and unliquid, 
but which are not likely to be collected. 
It needs courageous and heroic treat- 
ment and action.” 

In the American Bankers Association 
Journal, Fred. W. Ellsworth said, in 


From an address before the 


Southern 
Bunk Management Conference. 


part: “One of the prime causes of 
decreased profits and consequent liquida- 
tion is the abnormal interest rates that 
banks have paid as a result of the 
devastating competition for business. 
Fortunately, the present situation in 
business and banking has awakened 
many of our bankers to the necessity 
of conserving their resources by lower 
ing the exorbitant rates that they have 
been paying on commercial and savings 
accounts.” 

We are all well aware that much 
progre:s has been made in the last 
year. We have finally awakened to a 
realization of the dangers. Progress 
has not been made by reduction of 
the interest rate only; the banks have 
determined upon plans of analysis and 
plans of free and minimum balances 
before the payment of interest. Many 
banks which have paid interest on 
savings accounts on a quarterly basis 
have changed to a cemi-annual interest 
calculation; changes have been made 
in the computation of savings interest. 
The numbers of. ways in which banks 
have calculated their savings interest 
are too numerous to be detailed here, 
but improvement has been effected. 
Banks located in the larger cities of 
the country have uniformly reduced 
the rates of interest paid on commercial 
accounts, savings accounts and bank 
accounts, 

Many banks have been paying, forced 
on by competition, interest on commer- 
cial accounts, making no deduction for 
float, no deduction for reserve nor to 
cover operating costs—paying out in- 
terest at a high rate on balances that 
were fictitious, inasmuch as the amount 
to the credit of the customer was not 
available, and could not be made avail- 
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able, as it was represented by checks 
in transit. Many banks in the past 
have paid interest without due regard 
to the deductions that should be made. 

Depositors do not expect the banks 
to pay an unconditional rate; they 
have learned that the banks cannot be 
operated safely if .all of their income 
is paid out for interest. Fear has led 
many banks astray; fear of what their 
neighbors will do—and fear of what 
their customers will do. They should 
remember that their neighbor is as 
anxious to operate conservatively and 
soundly as they are. Some bankers 
give too little thought to the reason 
that lies behind every dollar that is 
placed on deposit in a bank. A bank's 
customers are made up of those from 
all walks of life, but a human brain 
still determines the deposit that comes 
to the tellers. A child may deposit 
without reasoning, but the little reason- 
ing that there is, is based on the belief 
that his or her dollar is safe and can 
be withdrawn at some future time, or 
at any time. 


Guaranteeing 


HERE is not the slightest doubt 
that every depositor would like to 
be assured that he runs no risk of 
losing any part of his money when he in- 
trusts it to a bank, just as every business 
man would like to be assured that when 
he delivers his goods to a customer the 
bills will be paid when they are due. 
Several states have experimented with 
plans to remove all risk of loss on bank 
deposits, but with little success. 

The agitation for such an arrangement 
began with the Populist movement in 
Kansas and Nebraska in the last decade 
of the last century. A Populist Gover- 
nor of Kansas called the Legislature in 
special session in 1898 to pass a deposit 
guarantee bill. It failed by four votes. 
The country recovered from the period 
of depression, and it was not until nine 
years later that the plan was revived in 
Oklahoma. A bank deposit guarantee 
bill was the second act passed by the 
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If it is a young man or woman mak- 
ing the deposit, it may be for some 
one purpose, or many purposes, that 
the account is opened, but that young 
man or woman believes that when the 
money is needed, he or she can go to 
the bank and get it. 

So it is true through any stage of 
life with the individual. How is it 
any different with the corporation or 
business firm, or bank, for that matter, 
whether large or small? Why do they 
deposit in your bank or mine? © The 
deposit is sent to the bank by whatever 
brain directs it there in the belief that, 
when the money is required, it can be 
obtained on demand. So first and fore- 
most the depositor is thinking of the 
safety of the funds; the payment of 
interest is incidental. 

Can we not adhere to minimum and 
free balances, deduction of float, de- 
duction of reserve, and reduced—even 
no—interest on demand deposits? Can 
we not reduce our rates and keep them 
reduced on time and public funds of 
every character? 


Bank Deposits 


first Legislature of that state. It worked 
until the depression of 1920-21, when 
the guarantee fund was wiped out and 
the system became inoperative. The act 
was repealed in 1923 and the attempt to 
float a bond issue of $12,000,000 to re- 
imburse the depositors of the defunct 
banks failed. 

The plan worked better in Kansas, but 
when the liabilities of the guarantee fund 
reached $7,000,000 the law was repealed. 
When the liabilities of the guarantee 
fund in Nebraska amounted to $16,000,- 
000 more than its assets the state aban- 
doned the attempt to reimburse deposi- 
tors. Texas, Mississippi, South and 
North Dakota and Washington tried it 
for a few years and then repealed the 
laws. In North Dakota at the beginning 
of 1929 the claims against the guarantee 
fund amounted to more than $25,000, 
000, while there was only $178,000 cash 
on hand.—New York Evening Post. 





Personal Loans 
All Aboard for Business Revival! 


By Howarp WRIGHT HAINES 
Cashier First State Bank, Kansas City, Kans. 


of years is a short time. How- 

ever, the twenty just covered 
have seen the development of more 
new theories in banking than the one 
hundred and thirty preceding. The 
chapter now being enacted in the story 
of our banking system is also remark- 
able because of the impractical theories 
cast aside. All of which is to say that 
progress periodically demands that the 
old ways be improved. 

One of the questions forcing itself 
uppermost in our new ways is, “to 
whom shall we loan?” Who will lead 
in testing new fields? Why not pro- 
ceed cautiously with our successful 
policy of the past in which loans were 


Hees ees speaking, a score 


made only to those furnishing security 


in tangible form? There is Jerome 
Beaty, treasurer of Our City Machine 
Works, waiting in the lobby now. He 
is the type who has risen from the 
ranks of salary and wage-earners. He 
is typical of the borrower who possesses 
wealth or collateral. Because he is a 
producer he uses large sums. It is 
quite probable he will offer approved 
collateral for a loan of $30,000 this 
morning. Mr. Beaty and the other 
business men of the nation have, in 
the past, utilized almost all the loanable 
funds in banks. There has been no 
strong objection to the fact that our 
twenty thousand banks and trust com- 
panies finance only one-fifth of the 
population of the United States. Why 
shouldn’t a bank make one loan of 
$30,000 when it can be handled almost 
as quickly as one of $300? Banks can 
scarcely handle all phases of finance 
and wholesaling is a bigger job than 
retailing. Is there any good reason 
why the average banker should put in 
a personal loan department now? 

To answer these questions it is neces- 


sary to have a look at the eighty people 
out of every hundred who have been 
doing their financing elsewhere since 
families have become business institu- 
tions—sellers of labor and buyers of 
goods—instead of self-contained home 
industries. It is illuminating to place 
the consumer and the producer side 
by side. Each plays an important 
inter-locking role in our economic life, 
but their comparison forces a startling 
thought upon us. 

Startling, because the two gentlemen 
look so much alike. Mr. Beaty is one 
of the army of scientific mass-producers. 
He has been working with our banks 
in creating the world’s greatest machine 
for quantity distribution and manu- 
facture. But only 20 per cent. of our 
121,000,000 are, like Mr. Beaty, 
operating with bank capital. Of those 
remaining about one-third are depen- 
dent upon agriculture and two-thirds 
upon wages and ecalaries. Who has 
been giving attention to the financial 
problems of the latter group? 

PROTECTION FOR WAGE EARNER 

The United States is apparently the 
first nation to attempt to develop a 
protective finance system for the wage- 
earner. Out of an economic upheaval 
unparalleled in financial history, «a 
theory has slowly evolved, within and 
without banks, that the buying public 
has been in need of sound financing; 
that now is the time for concerted 
fiancial education of the masses. Glanc- 
ing back over the slack periods in our 
own history, it is revealed that labor, 
uneducated, has always lived and spent 
unwisely. Producers have looked to 
this group for 80 per cent. of their 
profits. Twenty producers have cried 
senselessly to eighty consumers: “Buy! 
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Buy excessively! Spend more than 
you make, even though it will break 
you!” 

The utter fallacy of that reasoning 
has become apparent. The financial 
stability of the buyer regulates the 
success of the seller. Convinced of 
the truth of co-operative practices in 
commerce and industry, leading finan- 
ciers have determined the impending 
need for personal finance. While com- 
mercial banks to a limited extent dur- 
ing the last ten years have acknowl- 
edged the soundness of small loans by 
installing specialized personal loan de- 
partments, it is our purpose to survey 
the activities and theories as developed 
to a much greater extent by other 
agencies in the field. 


OTHER AGENCIES 


Briefly, we may say, the commercial 
bank has taken on a small portion of 
easy-payment loans. Generally, how- 
ever, the field has been conceded as 
too technical and specialized to be 
handled successfully with producer 
loans. Hence, the personal finance 
companies, insurance companies, credit 
unions, industrial banks, merchants and 
others, have developed an_ effective 
net-work of small loan offices to 
parallel larger bank loans. More than 
300 commercial banks within the last 
six years have experimented in the 
making of indorsed loans on_ the 
monthly payment plan. Losses have 
been small. Indirect profits have been 
gratifying almost unanimously, in spite 
of strained economic conditions. How- 
ever, the activity of banks in handling 
personal loans is limited to co-signer 
loans. It has now been definitely 
determined that the cost of making 
and collecting furniture, auto, fixture 
and other forms of chattel loans, is 
too great to be handled at bank rates. 
Chattel and character loans have been 
directed in great volume to personal 
finance companies. Private investors, 
quick to see the need and the construc- 
tive possibility of consumer loans, have 
added large sums in the form of invest- 
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ment to this movement. Today there 
are more than 3500 personal finance 
offices in twenty-five states, loaning in 
excess of $500,000,000 annually. 

Our national volume of instalment 
accounts and open book accounts has 
decreased one-third in the last twelve 
months. Automatically, small loans 
have increased in almost all banks 
specializing in this field, and held their 
own in almost all other agencies. If 
62 per cent. of instalment sales repre- 
sent luxuries or non-necessities, it is 
apparent that both the consuming 
public and our bankers have fully 
reached the understanding that pros 
perity begins when we learn to keep 
the financial budget of the American 
family on a sound basis. 

In spite of the fact that certain 
banks have developed a volume of small 
loans running into millions within the 
last few years, there is much to be 
learned about this type of loan from 
private and corporate concerns licensed 
under the Uniform Small Loan Act. 
L. C. Harbison, president of the House- 
hold Finance Corporation, America’s 
oldest family finance organization, 
operating 149 branch offices in principal 
cities and making one-tenth of all small 
loans in the nation, said recently in 
addressing the National Association of 
Personal Finance Companies: 


The changed social and economic con- 
ditions which, at the turn of the century, 
began to affect the American family, made 
imperative the development of a _ personal 
finance business. The industrial revolution, 
with its transfer of population from rural 
to urban life, had shifted responsibility 
from the individual to organized industry. 
Formerly each family was a group of home 
industries, complete and partially self-sup- 
porting. Almost everything used was pro- 
duced by the family. Food was raised, 
clothing was woven and tailored, shoes were 
made, fuel. was cut, hair was sheared at 
home. But today the family must purchase 
every necessity and every convenience. It 
is no longer self-sufficient or even partly 
self-sustaining. When sickness or unenv 


ployment or other emergencies call for 
extraordinary expenditure or reduce income, 
the necessity for borrowing becomes urgent 
—even vital. 
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RIGHT TO RECEIVE AID 


Modern banking theory quite agrees 
with Mr. Harbison. It recognizes the 
inherent right of persons of small and 
moderate income to receive financial 
aid. This is evidenced by the number 
of banks that have undertaken the 
making of small loans with the funda- 
mental purpose of financing and guid- 
ing consumers. Reconstruction loans 
to .timulate industry reflect indirectly 
on the little man, but how much more 
is his confidence renewed when a loan 
is made direct to him! When a man’s 
credit is gcod he knows others are 
manifesting faith in the future. 

It is assuring to note that in the face 
of questionable conditions during the 
winter months most personal loan com- 
panies have continued to extend credit 
to the millions. It is the one field of 


banking which draws the attention of 
the banker who plans to make small 
loans and of others who realize fully 
the ultimate beneficial effect upon the 


nation of a vast program of proper 
home finance. Banks are continuing 
to advance funds on co-signed notes 
repayable in ten and twelve monthly 
payments at a discount of from 6 per 
cent. to 10 per cent. A _ reasonable 
direct profit may be made at these 
rates when care is exercised in choos- 
ing only the best of risks. However, 
when we consider the making of chattel 
loans and other types of financing as 
carried on by well organized companies 
under ‘state supervision, it is apparent 
that a much higher rate must be 
charged. As far as the banker is 
concerned, no arguments are needed 
to convince him that a rate of 2/2 per 
cent., or even 34 per cent., per month, 
is a fair charge, for these companies, 
when the co:t of handling advances 
on chattels and moral character, with 
monthly repayment, is considered. Lead- 
ing officials in the great chains of 
personal finance organizations invite the 
commercial banker’s investigation and 
state that they seek to begin their 
operations where the field of the bank’s 
larger loans leaves off. 


WHAT THE RECORDS SHOW 


Going into the actual records avail- 
able from organized personal finance 
ofhces it is found that loan: are made 
today liberally, but are based upon the 
paying capacity of the family. Losses 
are comparatively small, with most of 
the expense incurred in investigation 
and in a careful education of families 
in budgeting their income so that all 
creditors may be paid. Borrowers are 
taught to save so that in the course 
of time it will be unnecessary for them 
to remain in debt. 

“Should our bank attempt to eplit 
its activities between large and small 
borrowers?” The bankers who are to- 
day asking that question may perhaps 
answer it best by asking themselves 
whether it appears that loans of greater 
magnitude will, under present condi- 
tions, demand practically all the bank’s 
capital. The bank’s location must also 
be taken into consideration. Small 
loans must be made on a large scale 
to be handled with most profit and 
efficiency. In the course of time, small 
loans bring many new accounts and 
valuable contacts. Whether the com- 
mercial banker elects to keep to larger 
loans or to install an industrial loan 
department, he should, in consideration 
of the general improvement of condi- 
tions, encourage personal finance. 
Leaders in that field are demonstrating 
the stimulating effect of small loans 
to the masses upon business. They are 
becoming a convincing influence in 
stabilizing family finances. 

Mr. Harbison gives a clear idea of 
the type of person who applies for 
small loans. “As to the quality of 
our service,” he cays, “we must 
acknowledge that the majority of our 
customers come to us at times of 
financial embarrassment. They are 
prone to think of the small loan as 
a patent medicine, a cure-all for their 
economic ills, whatever they may be. 
As financial doctors, however, licensed 
by the state, we have a social responsi- 
bility—not to accept the patient’s own 
diagnosis of his trouble but to examine 
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his situation carefully and to assist 
him in every possible way to solve 
his financial problems, whether or not 
they include the making of a loan. We 
have a choice before us, on the one 
hand, of accepting recognition by the 
general public as financial physicians 
to the masses, or on the other, of earn- 
ing the reputation of a quack doctor 
who offers his one remedy as a cure 
for every ill.” 

The banker, then, who elects to 
enter this field must agree to do his 
share of educating. Mr. Harbison 
continues: “No business can live long 
in this modern day which does not 
shoulder its social responsibilities. As 
we equip our managers to give their 
customers sound advice and counsel in 
matters of family finance, as we refrain 
from over-lending and seriously try to 
help our customers fight their way out 
of debt, we are helping to maintain the 
solvency of the family, the basic unit 
of society upon which our business 
must depend. We are safeguarding 
the investment we already have in the 


family, and we are taking out an in- 
surance policy against legislative action 
which will always threaten us until 
we assume these social responsibilities.” 


A BANKER’S JOB 


Financing the American family has 
suddenly become a real banker’s job. 
The worker, the spender, the emall 
entrepreneur is asking his bank or other 
small loan organizations te help him 
re-establish and maintain solvency. A 
study of fifty banks reveals that through 
their small loan departments they have 
been able to transform 22 per cent. 
of borrowers into savers. Small loan 
organizations can no longer be looked 
upon as questionable or petty under- 
takings. They are operating upon the 
sound theory that no nation is greater 
in wealth, in faith and in progressive 
spirit than its people. The small loan 
is said to clear the domestic atmos- 
phere, lighten the burden of salaried 
people, and show them how to engi- 
neer their affairs correctly. The proper 
administration of personal credit is an 


important step in a _ re-construction 
program worth millions to producers 
and to bankers. 

“But we have always thought of 
personal loans as a hard-time necessity,” 
writes a prominent banker. Our expe- 
rience with small loans in the United 
States does not indicate this is true. 
In the course of private life under the 
best of economic conditions there is 
always sickness, unemployment, emer- 
gency, and a desire to invest money 
for personal gain. Again we hear the 
question: “Does the personal loan solve 
the problem of the borrower, or does it 
only result in getting him on the books 
of a bank or company for a long period 
of interest paying?” 

Recently Dr. Samuel Stevens, techni- 
cal psychologist at Northwestern Uni- 
versity, made a study of social and 
psychological values which come to 
individuals and families as a result of 
their ability to secure small loans in 
times of economic need and crises. 
He studied 1700 cases taken after a 
survey of more than 5000 homes in 
the metropolitan area of Chicago. The 
vast majority of the men and women 
who had borrowed, repaid their loans 
promptly and regularly, were satisfied 
with their treatment by the loan com’ 
pany, and had derived positive social 
and psychological values from the loan 
itself. Less than 5 per cent. regretted 
that a loan had been made; only 11 
per cent. were delinquent in the repay- 
ment of the loan itself. 

Dr. Stevens says: “The men and 
women who crowd the small loan offices 
of the country are from every walk 
of life. For the most part they have 
incomes that place them above the 
poverty line, but rarely in the luxury 
class of men and women. They come 
into the office because they need finan- 
cial release from pressing obligations 
which the very process of making a 
life for themselves has entailed, or 
to take care of crises which all too 
frequently arise and for which they 
have been unable to prepare because 
of the limited economic resources at 
their command.” . . . “The successful 
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completion of a loan produces certain 
social and psychological values which 
cannot fail to be a source of satisfac- 
tion to the man who is reflective at 
all concerning the ultimate power of 
the work that he is doing to enrich 
human life and increase human happi- 


ness. No business can long endure 


which produces only negative social 
and psychological effects on the people 
who have to cope with it.” 


AN EXAMPLE 


When a man has borrowed $200 
from a personal finance company to 
pay his pressing debts, he has reduced 
his current indebtedness from $200 to 
$10 or $15 a month. Having discharged 
his demand debts, he will have available 
for cash expenditures all but a small 
portion of his income in succeeding 
months. He repays the loan in twenty 
equal monthly instalments of $10 each 
with carrying charges, averaging $2.63 
to $3.67 a month, according to the 
monthly rate charged. Thus, taking 
advantage of a loan is not equivalent 
to “robbing Peter to pay Paul,” nor 
yet is it equivalent to a mere postpone- 
ment of the evil day when payment 
comes due. It means that for all 
practical purposes the man is back on 
a cash basis with the merchants from 
whom he and his family purchase their 
daily necessities. 

Loans are made primarily for the 
purpose of helping families get out of 
debt. In more than 80 per cent. of 
the cases loans are made to pay off 
insistent creditors. They relieve these 
creditors of collection expense and 
debtors of the worry that comes from 
collection pressure. They are made on 
terms adjusted to paying capacity in 
order that repayment will not interfere 
with the maintenance of living stand- 
ards. The plan requires budgeting of 
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expenditures to come within normal 
income. The leading companies have 
developed a technique of lending, 
budgeting and collecting which salvages 
families whose credit relations with 
merchants have become strained but 
who are capable of cultivating better 
paying habits when shown how this 
may be accomplished. 

In general, personal loans serve to 
re-build credit. Not often does a loan 
create a new debt where none existed 
before. The fundamental purpose is to 
refinance and amortize credit already 
granted by merchants, landlords and 
others. Now the personal finance in- 
dustry is sufficiently developed for the 
first time to make small loans on a 
volume basis. The demand for these 
loans is now increasing. This is occa- 
sioned by the resumption of employ- 
ment. When thousands of wage-earners 
return to work they consider the needs 
of their creditors; they borrow on their 
re-established solvency. By doing so, 
within the next year, they will start 
millions of dollars on their busy way 
from buyer to seller and back again. 
The effect of these loans is to be one 
of the great factors in the swing to 
business revival. 

So, Jerome Beaty is getting more 
orders each week now. He is a broader- 
minded captain of industry because he 
and his banker have decided to watch 
the pulse of almost 100,000,000 buyers. 
The banker has taken it upon himself 
to offer financial assistance to smaller 
borrowers by making loans direct, or 
by offering encouragement to well 
managed personal finance companies. 
Applicants for personal credit should 
be referred to responsible finance con- 
cerns, which have built for themselves 
a place in the legitimate field of bank- 
ing by offering a necessary financial 
service of modern life. 








HE women’s department of the 
First Wisconsin National Bank, 
Milwaukee, Wis., recently spon- 

sored a series of practical talks on 

banking and economic topics. In one 
of these Roy L. Stone, vice-president 
of the First Wisconsin, told about the 
relationship that should exist between 

a bank and its customers. Excerpts 

from his talk follow: 


If I were a young man starting out in 
business today, I would make it a point 
to know my banker and to see that he 
knew me. And I would see that he had 
reason to know that what I told him was 
the truth, the whole truth and _ nothing 
but the truth. You owe your banker your 
full confidence. He is really a human 
fellow and he wants to co-operate with 
you, but it is difficult for him to perform 
his part of the transaction intelligently 
unless you tell him your whole story. 
Don’t be offended if you go into a bank 
as a stranger and the teller doesn’t know 
you. It is your responsibility to see that 
he does know you. Your banker wants 
to know you, but there are so many cus- 
tomers in the average bank that he cannot 
seek out each one. It is the duty of the 
customer to make himself known to _ his 
banker so that when he does need accom- 
modation the banker will be acquainted with 
his situation. 

If you will give your banker a profitable 
account you will naturally be favored with 
the best interest rate the banker can make 
you. When money begins to get tight 
and there is perhaps not enough available 
for all who want to borrow, the banker is 
naturally going to give. preference to those 
customers whose accounts have been profit- 
able right along. For a bank, just like 
any other business, is in business to make 
money. It must make money or it is 
not fulfilling its duty to its depositors. 

A bank's responsibility is four-fold—first 
to its depositors, second to its stockholders, 
third to its borrowing customers and fourth 
to its community. The most important 
of these is its responsibility to its depositors, 
for it is their money which it is using and 
it has promised to return that money when- 
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The Banker and His Customer 


Wisconsin Banker Tells the Public How to Get the Most Out 
of Their Banks 





ever the depositors want it. You never 
hear a bank criticized because it has thrown 
too much protection around the money, 
Most criticisms come from people who have 
been refused a loan. But remember there 
are always two sides to these matters. There 
is usually a good reason when loans are 
refused. If the matter is sifted down it is 
usually for the protection of the depositors. 
Most of the bank failures you read about 
in the papers have come about because 
some banker overlooked his major obliga- 
tion. Not intentionally, of course, but the 
results are just as serious. 

There are certain things you should insist 
upon when choosing your bank. These are 
good management, honest and able per- 
sonnel, sympathetic advice, efficient service 
and absolute safety of deposits. In return 
you have certain obligations as a customer. 
You should be open-minded and _ willing 
to conform to the bank’s methods of doing 
business. You should co-operate with the 
rulings governing good banking. Frequently 
people make unjust demands of a_ bank, 
knowing full well that if it were their 
own money they were risking they would 
not take the chance they are asking the 
bank to take with the money that belongs 
to its depositors. Customers should also 
recognize the bank's right to make a legiti- 
mate profit. It is only recently that banks 
have become as cost-minded as they have 
expected their manufacturer customers to be. 
They are now recognizing that every service 
they perform should pay its own way. 

The life of loaning officers is not an 
easy one. They are on the firing line where 
they must at the same time watch the 
interests of the bank and take care of 
the customers. They must listen with under- 
standing and sympathy to all the stories 
that customers bring, of matters that to 
them are the most important things in the 
world. Loaning officers must have long 
years of training. In a properly managed 
bank they can discuss their customers’ affairs 
in their own language. They must be 
equally at home in discussions of straw 
hats, steam shovels or the real estate busi- 
ness. 

Sometimes the most unkind thing a banker 
can say to a customer is “yes.” Often the 


banker must protect a man against himself. 
But an ill advised “yes” may mean the 
man’s financial downfall. 
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Interest From Day of Deposit 


A Discussion of Various Methods of Computing Interest in Sav- 
ings Banks and Savings Departments 


By Husert W. RYAN 
Of the Monroe Calculating Machine Company, Inc. 


ORE than one-third of the 
M approximate  $10,000,000,000 
now on deposit in the mutual 
savings banks in the United States is 
deposited in institutions crediting in- 
terest from the day the deposit is made. 
Through s ssive stages, the mutual 
savings banks have liberalized their 
policy relative to the time at which 
funds deposited should begin to earn 
interest. 

For a considerable period it was 
the general practice with savings banks 
in New York State to credit interest 
only on funds deposited before the 
tenth business day of a six-month 
period, all deposits made thereafter to 
earn interest from the first of the 
succeeding six-month period. This six- 
month period was subsequently changed 
to a three-month period with the same 
requirements as to deposits being made 
within the first ten days of such period. 
This plan was followed by allowing ten 
days of grace in the first month and 
three days of grace in the second and 
third months of each quarter, with 
interest credited from the first day of 
each month on funds deposited within 
the days of grace for that month. 

Since 1928 many savings banks have 
adopted the method of crediting interest 
from the day on which the deposit is 
made. 

In all cases where the change was 
made in the time at which deposits 
begin to earn interest, the penalites 
for withdrawals have followed the 
general principle of crediting no in- 
terest unless the funds remained on 
deposit to the close of the compound- 
ing period. 


Reprinted from a bulletin of the Savings 
Banks Association of the State of New York. 


The exception to this general prin- 
ciple of penalties for withdrawals is 
the crediting of interest from the date 
of deposit to the date of withdrawal, 
which method is limited to a few sav- 
ings banks in New York City. 

The method of crediting interest 
from the day of deposit on funds 
remaining on deposit to the end of 
the period carries an inducement to 
regular depositors, and retains the 
general principle of penalty for with- 
drawal. Such a plan was adopted 
by thirteen of the twenty-one savings 
banks in Brooklyn, N. Y., on January 
L, F932. 

During the year 1930 all of the 
savings banks in Brooklyn followed 
the same method of crediting interest, 
namely, that interest was credited on 
funds on deposit at the first of each 
month of a quarterly period, with ten 
business days of grace in the first 
month, and three business days of 
grace in the two succeeding months, 
with no interest allowed on funds with- 
drawn during the quarter. Interest 
during that year was at the annual rate 
of 44 per cent., compounded quarterly. 

Thirteen banks of this group changed 
this plan for the quarter beginning 
January 1, 1931, to the method by 
which depositors were credited with 
interest from the day of their deposit 
to the end of the quarter, with no 
interest allowed unless such deposits 
remained until the end of the quarter. 
Interest under this plan was at the 
annual rate of 4 per cent., compounded 
quarterly. 


RESULT OF CHANGE 


To determine the result 
change on the effective 
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the dividend as credited on October 1, 
1930, under the monthly plan, has 
been compared with the dividend as 
credited on July 1, 1931, for ten of 
these banks. 

Comparisons are based upon the 
effective rate paid, which rate is arrived 
at by dividing the dividend as credited, 
by the daily average due the depositor 
throughout the quarter. It is obvious 
that the use of any average other than 
the daily average would be misleading. 

The average daily amount due the 
depositors in these ten institutions for 
the quarter prior to October 1, 1930, 
was $687,073,003, with a dividend of 
$7,498,125, credited on that date at 
the nominal rate of 4/2 per cent. per 
annum. 

For purposes of comparison with the 
dividend as credited on July 1, 1931, 
when the rate had been reduced to 4 
per cent., it was necessary to reduce 
the dividend credited in proportion to 
this rate reduction. 

Had the nominal rate for this period 
been 4 per cent., the dividend as 
credited would have amounted to 
$6,664,997. Assuming this dividend 
as applied to the average amount due 
the depositors for the quarter, the 
effective rate paid was .009757371 
where interest was credited from the 
first of each month. 

For the quarter prior to July 1, 1931, 
the average daily amount due these 
depositors was $760,902,125, with a 
dividend credited on that date of 
$7,415,335, with a resulting effective 
rate of .009745451 where interest was 
credited from the day of deposit. 

This comparison shows, therefore, 
that for the periods compared, the 
effective rate was actually less where 
interest was credited from the first of 
each month. 

Had the effective rate as determined 
for October 1, 1930, been applied to 
the amounts due depositors for the 
quarter ending July 1, 1931, this 
monthly plan rate would have increased 
the dividend paid under the daily plan 
by an amount in excess of $8000. 

The question is naturally raised as 
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to how the dividend under the daily 
plan as in effect with these banks can 
be less than under their former monthly 
plan. The answer lies in the days of 
grace allowed. A large proportion of 
savings bank deposits are received with- 
in the days of grace and a premium 
over the nominal rate is thus paid for 
each deposit made after the first day 
of the month. 

Where ten business days are allowed 
in the first month, it often occurs that 
deposits are received in substantial 
amounts on the thirteenth of the 
month, such funds receiving an increase 
of 14 per cent. over the nominal rate 
for that quarter. Under the daily plan 
such a deposit would receive interest 
for but seventy-seven days instead of 
ninety days. 

Under the monthly plan a deposit 
made on the fourteenth of the first 
month of a quarter would receive 
interest from the first of the succeeding 
month, or an interest credit for sixty 
days; whereas, under the daily plan 
this same deposit would receive interest 
for seventy-six days. 


The established habit 


among. de- 
positors of making deposits at the first 


of each month, combined with the 
days of grace, accounts for this ap- 
parent contradiction in the results with 
the banks examined. 

Where interest is credited from day 
of deposit to day of withdrawal the 
results are quite the opposite. Had 
such a plan been in effect with these 
same ten banks, the dividend credited 
would have been increased by $193,686 
over that paid when interest is credited 
from the day of deposit on those funds 
remaining to the end of the quarter. 

The results of the investigation of 
interest plans of these ten institutions 
would indicate that the premium placed 
under regular deposits at any time 
during the quarter was offset by the 
premium formerly allowed through days 
of grace, and by continuing to insist 
upon funds remaining throughout the 
quarter to receive interest, the same 
penalties were effected as under the 
monthly plan. 





Trust Funds and the Depression 


A Discussion of Some of the Problems Which the Trust Officer 
Must Face in These Trying Times 


By Cart W. FENNINGER 
Vice-President Provident Trust Company of Philadelphia 


HE management of investments 
TT a grown in difficulty for the 

fiduciary in the last two years. 
This increased difficulty has come not 
only from changed business conditions 
but from a change in the attitude of 
people toward investments. For many 
years the position of the trust executive 
toward the investment of trust funds 
was one of extreme conservatism. 
Government and municipal bonds, mort- 
gage loans and railroad mortgage bonds 
formed the backbone of the investment 
list. Later the public utilities—electric 
light and power companies, telephone 
and water companies—came into the 
field, very slowly at first and, more 
recently, at. a greatly accelerated pace. 
While the income was always a feature 
of importance, it was definitely regarded 
as of secondary interest, and the pres- 
ervation of principal was paramount 
in the minds of all parties interested— 
cestui que trustents as well as trustee. 
A fair return was possible by reason 
of the fact that mortgages stood in 
good repute and, since the rate was 
higher than on bonds, the average rate 
earned by a fund was increased by 
a proportional investment in bonds and 
mortgages. Stocks generally were not 
considered proper for trusts and the 
tendency of the fiduciary was always 
to eliminate them unless the instrument 
under which the trust was held specifi- 
cally provided for their retention. 

This situation changed with the war 
period, during which bond and stock 
yields rose to points unknown for 
many years. The result was that trust 
investments moved naturally to a higher 
yield basis. Mortgage loans, while still 


Based on an address before the recent 
Midwinter Trust Conference. 


sound and yielding fair returns, became 
less attractive, and bonds more so. 
Bond accounts therefore increased and 
mortgage loans declined in volume. 
The public, on account of increased 
living costs, demanded greater returns 
on their money. To this the trust 
beneficiary was no exception, and pres- 
sure was brought to bear on fiduciaries 
for larger income yields. During the 
natural high interest period, this did 
not cause any lowering of the stand- 
ard. Instead of Chicago, Burlington & 
Quincy Joint 4's, there were Chicago, 
Burlington and Quincy Joint 6!’s, 
with the same security. When, how- 
ever, this interest situation again shifted 
and these high rate issues matured or 
were refunded, fiduciaries were faced 
with a reverse process, and began to 
invest, in order to maintain security, 
in lower rate securities and at higher 
prices. 

At this point, the pressure from 
recipients of income became much more 
insistent, because the cost of living 
did not decline at the same rate as 
security yields. To this pressure prob- 
ably all fiduciaries yielded at times, 
especially when co-trustees urged them, 
with the result that there was a decline 
in the average security. It is the 
writer’s belief, however, although he 
has no statistical basis for this state- 
ment, which is only the result of 
observation, that this change has been 
reflected only in a somewhat greater 
decline in market value of securities 
held and not in loss of income. After 
all, the lowered income or default which 
has occurred has been in junior securt- 
ties and in mortgage loans. As an 
illustration we might consider invest- 
ments made in Erie Railroad Refunding 
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and Improvement 5's, a bond not con 
sidered some years ago to be in the 
class of trust investments. With the 
change for the better in the Erie Rail- 
road situation, however, more attention 
was given to this bond. It became 
much more of a favorite and our 
leading statistical organizations recom- 
mended it. It was used where broad 
discretion was given fiduciaries and 
where income return was thought to 
be more important than ucuai. It has 
proved satisfactory except in one thing, 
and that is, its market value, which has 
declined materially. Where there has 
been no distribution of principal to be 
made, this has been of secondary im- 
portance, but it does tell us that a 
departure from the strict rule of pur- 
chasing only bonds of the highest type 
results in trouble of one sort or an 
other. 

It is unusual to have an estate come 
into a fiduciary today in which there 
are not found highly speculative deben- 
tures, preferred and common. stocks, 
and doubtful mortgage bonds. In most 


instances they were bought at prices 
much in excess of those now prevailing 
and fiduciaries are faced with the prob- 
lem of managing the investments under 
most extraordinary conditions. 


THE REVIEW OF SECURITIES 


Much more time has had to be 
devoted to the review of securities than 
was formerly the case, and we should 
consider briefly the effect of this. 

In the first place it has been neces- 
sary to increase the force needed to 
handle this extra work. This has been 
especially true in the care of mortgage 
loans, where the work has been par- 
ticularly trying. The expense incident 
to this is a matter for study because 
methods should be adopted to reduce 
it to a minimum. In the case of 
mortgage loans, this will take time 
because real estate and employment 
conditions change slowly and it seems 
probable that we fiduciaries shall have 
to devote extraordinary effort to this 
part of our investment work for several 
years. In the large companies this 


means specialized handling of the 
various phases of the bu:ziness. The 
division of the mortgage loan depart- 
ment into sections to care for physical 
examinations, delinquencies in interest, 
tax searches, foreclosure proceedings, 
repairs to property after foreclosure, 
rentals and special investigations, is a 
necessity. Until there is a revival in 
general business so that increase in 
employment makes it possible for the 
average man to care for his interest, 
taxes and instalments on principal, we 
shall be faced with this additional 
expense. Following this we shall have 
the job of converting real estate a: 
quired in foreclosure. This will prob- 
ably be a prolonged process. 

In the second place, we shall have 
to rearrange our mortgage loan methods. 
When this slump in employment and 
deflation in real estate came, many 
property owners were caught because 
the carrying charges were too heavy 
for them or because of the failure of 
the organization doing the secondary 
financing. Where the latter situation 
occurred, the owner of the property 
found he had not amortized his debt 
and therefore had his original indebted- 
ness to meet with a depreciated prop- 
erty as security. This condition must 
be corrected, and in its correction the 
trust companies are vitally concerned 
because mortgage loans will undoubt- 
edly continue to be important in the 
investment of trust funds. 

It has seemed as though many people 
felt that a mortgage placed on a prop- 
erty could stay there forever and if it 
was called for payment there was always 
some place to get the money. This of 
course is wrong, and we must educate 
the public to a feeling that a mortgage 
loan is a thing to be paid. In its 
payment there should be some plan 
through which the mortgagor can re- 
duce it periodically. On the other 
hand, the trust company will have 
to solve the problem of carrying in 
trust accounts mortgage loans from 
which comparatively small amounts 
will be received from time to time, 
making accounting and _ investment 
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more troublesome. Some more scien- 
tific plan than we now have must 
be found, and the adaptation to trust 
investment of the amortization plan for 
mortgage loans used by some of our 
large life insurance companies should 
receive careful study. We do not 
want to lose the mortgage loan as a 
trust investment, but we do want to 
assure ourselves that the present situa- 
tion will not be repeated and that the 
amount of the loan will be reduced 
on a scientific basis, thus keeping pace 
with declining property values where 
they occur, or with depreciations. 

With regard to the sale of real 
estate, it will be necessary to develop 
sales policies, and in this will be 
involved the mortgage loan question, 
because we shall have to stimulate sales 
by making purchases easy for home 
buyers. In the writer’s judgment, no 
item of our investment work calls for 
more study and planning for the future 
than the mortgage loan and real estate. 
We need to take a long look ahead 
in this matter. 

The review of securities of other 
types has also to be developed more 
intensively, for the reasons mentioned. 
We are receiving a greater variety of 
securities in accounts than ever before. 
Many of them admittedly have no busi- 
Ness in a trust account, but there they 
are. They represent heavy loses to the 
investors. Many of them are unmarket- 
able. Persons interested want them 
held, in the belief, whether right or 
wrong, that they will go up in value, 
and so the fiduciary is beset on all sides 
with the question of what to do. He 
may study and know all about invest- 
ment trends, the laws governing invest- 
ments by fiduciaries and the provisions 
of our wills and trust agreements but, 
in these unusual times, “rule of thumb” 
methods cannot be applied without in- 
justice to the fund. It is not a 
theoretical matter. Times are of an 
extraordinary character, and more than 
ordinary diligence and judgment are 
called for. These characteristics are 
at a premium, and a big one. 

During the next few years, much of 


our work will come before distributees 
and the courts for examination, and 
the writer anticipates that many ques- 
tions will be raised about mortgage 
foreclosures and depreciation or loss 
in securities. Most of these questions, 
insofar as securities are concerned, will 
refer not to investments actually made 
by us, but to securities turned over 
to us, where we have to decide what 
to do with them after someone else has 
started the trouble by the purchase of 
unsound investments. The writer is 
confident, however, that the courts are 
going to take a reasonable and helpful 
attitude in matters of this kind. The 
trend of court adjudications appears 
to be to judge the result of the trustee’s 
work on the diligence and care exer- 
cised in the management of securities 
rather than upon the question of 
whether or not securities held have 
appreciated or depreciated. In order 
to insure ourselves of a right position 
before the courts, we must be able to 
demonstrate beyond doubt that our 
care has been good. 

Periodical reviews of securities are 
essential, and these should not be merely 
perfunctory. They should be the basis 
for decisions, and these decisions should 
be carried out. Not only should we 
review the securities from the stand- 
point of the account, considering all 
the factors incident to its character, 
but we should also consider the securi- 
ties as such. In other words, we 
should review each account upon its 
merits, and also consider the fitness 
of a security for trust investment, no 
matter in what kind of an account it 
is held. By this method we cover the 
ground from all angles. 


NEED FOR KEEPING RECORDS 


Careful records should be kept of 
these reviews, so that they may be 
available when questions arise as to 
policies decided upon or a; to action 


taken. A plan followed in the com- 
pany with which the writer is con- 
nected is to note on yellow confidential 
sheets the record of each review and 
what is done, and on blue confidential 
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sheets records in regard to particular 
investments. The yellow sheets are 
filed under the name of the trust, and 
present a running record of the ac- 
count. The blue ones are filed under- 
the name of the security and present a 
record of the company’s reasons for 
any action taken with regard to that 
security. With these two records on 
file, the fiduciary should be able always 
to present full and complete reasons 
for the policy followed in any given 
trust. 

Decisions are not easy to make be- 
cause of the many factors involved. 
Opinions will differ as to whether any 
given security is a second grade secur- 
ity, and, if so, what to do with it. 
Opinions will also differ, perhaps radi- 
cally, as to the relative merits of pre- 
ferred and common stocks and whether 
or not we are justified, in cases where 
broad discretion is given, in taking 
good stocks in place of poor bonds in 
order to stabilize income and provide 
a means of increasing the fund through 
growth in value of stocks. One thing 
is sure, however, and that is, the need 
for constant care. 

We should perhaps draw from these 
experiences some lessons, among which 
might be included: 

1. We should strive for a more 
scientific and practical method of 
making and managing mortgage 
loans. This should be based upon a 
study of amortization methods and 
also- upon a careful consideration of 
the laws relating to mortgage loans. 

2. We should be sure that all instru- 
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ments give the broadest powers as to 
the retention and management of invest- 
ments left by a decedent or by a donor 
of a trust. 

3. We should face firmly the im- 
portunities of parties interested, whether 
co-trustees or cestui que trustents, to 
invest in other than the best grade of 
securities, and refuse to do so. 

4. We should study the question 
of the co-mingled fund as a means of 
obtaining diversification with safety in 
the small account. In a large account 
diversification can be obtained by the 
careful selection of securities, but in 
the small account it is often important 
that the risk of default should be 
reduced to the zero point, and in these 
cases the comingled fund has great 
usefulness. This is especially true now 
that people are averse to taking partici- 
pations in mortgage loans. 

5. We should use all the power at 
our command to discourage the so-called 
“high pressure” salesmanship that loads 
our men and women with high-rate 
unseasoned and poorly secured invest- 
ments. 

6. We should, above all other things, 
keep before us the ideal of a trust 
based upon sound legal theory, giving 
a normal but sure return to our clients 
and giving the smallest amount of 
trouble in management. Perhaps this 
is an impossible ideal to attain at this 
time, except in a few cases, but surely 
we can attain it in each of our cases 
if we are firm in parting with unsound 
investments and filling their places with 
good ones. 





Bank Advertising and Depression 


The Part Played by Financial Advertising in Business 
Conditions 


By Epwin Birp WILSON 
President Edwin Bird Wilson, Inc., New York 


F every strong bank in the country 
l would courageously and properly 

advertise at this time, public con- 
fidence would be tremendously strength- 
ened. There may be exceptional condi- 
tions where silence is golden, but in 
general the situation calls for the public 
assertion by banks of confidence in 
themselves, in order that the people may 
have full confidence in the banks. The 
now stronger - than - ever commercial 
banks can lead the way to business 
restoration by using this sound method 
for re-establishing public confidence. 


Some of them have kept up their con- 
fidence-building work all through the 


depression. They will be the first to 
feel the benefits of restored faith and 
public favor. 

In a recent letter to Nation’s Business, 
written at the request of Editor Merle 
Thorpe, I said: 


It has been suggested that a huge adver- 
tising campaign, funded by business in gen- 
eral, would help restore confidence in all- 
American business. Any effort in that 
direction would be merely a hopeful experi- 
ment. 

What is needed is not a pool for advertis- 
ing business in general, but many simulta- 
neous, unusual advertising efforts, individually 
undertaken by the best of our American 
business enterprises to restore complete con- 
fidence in themselves individually. The col- 
lective result of such separate efforts, immedi- 
ately commenced, vigorously prosecuted, 
courageously maintained, would be inspiring 
to all-American business. The paucity of 
advertising during the last two years un- 
doubtedly has had a depressing effect. 


It is my firm belief that the leading 
commercial banks should take their place 
of leadership in such a sensible, reliable 
effort for faith revival. 

From an address before the Pittsburgh 
Advertising Club. 


What is the situation in the fiduciary 
field? 

In trust advertising, the “sob” and the 
“jazz” are both missing, those elements 
which were prominent a few years ago 
and which served their purpose by get- 
ting popular attention for fiduciary 
services. The dominant note now and 
likely to continue is economy of estate 
and trust management through the cor- 
porate fiduciary. 

The best type of present trust adver- 
tising assumes that the prospective 
maker of an estate or trust is a business 
man or woman and must be sold on trust 
company service by sound business argu- 
ments. Gone are the sad pictures of 
widows, empty chairs and crying 
orphans. Instead: we have pictures of 
business men and women planning their 
estates to make them as useful as possible 
to heirs and beneficiaries. 

In harmony with this keynote is the 
best advertising of trust organizations 
that points out the advisability of the 
maker of trusts employing an attorney 
to prepare the necessary documents, 
while the fiduciary keeps its proper place 
as business adviser and manager. Co 
operation on a fair basis between at- 
torneys and trust institutions is funda- 
mental to the continued full success of 
the beneficent work of corporate trust 
management. It will be a good day for 
both the bar and the trust institution 
when complete understanding prevails 
between the two. 

In harmony, too, with the practical 
keynote of present-day trust advertising 
is the emphasis on life insurance trusts, 
and here again is a field for co-operation 
between the fiduciary and the insurance 
organizations. In many places trust and 
insurance men are working together in 
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a way that benefits both and is of ad- 
vantage to policy-holders and their bene- 
ficiaries. 

Selling trust service has been changed 
in the course of years, much as the sell- 
ing of life insurance has been changed. 
Insurance agents formerly emphasized 
protection for wife and children. Now 
they sell insurance chiefly on the busi- 
ness ground of safe and profitable in- 
vestment. Trust institutions are selling 
life insurance trusts, immediate trusts, 
business insurance trusts, specific volun- 
tary trusts and testamentary trusts on 
the ground of sound investment and 
businesslike management. 

Trust institution service and trust ad- 
vertising have been remarkably free from 
justifiable adverse criticism. They have 
done a splendid work of conservation. 


SAVINGS BANKS PROMOTE THRIFT AND 
CONSERVATION 


Savings advertising was pioneered by 
banks and trust companies with depart- 
ments for time deposits and by state 
banks primarily interested in non-check- 
ing accounts. Up to a few years ago a 
majority of mutual savings bankers re- 
garded advertising as an unwarranted 
expenditure of the earnings from deposi- 
tors money. They limited their adver- 
tising to announcement of dividends. 

During the last decade a new and 
sounder idea has gained widespread 
recognition among mutual savings banks. 

The savings banker (both mutual and 
stock) realizes a wider trusteeship than 
the mere protecting of his own deposi- 
tors. He is an adviser to the average 
American regarding financial matters, is 
trustee-at-large for the sound principles 
of thrift and conservation. 

A natural result of this larger con- 
ception of duty is extensive advertising 
of the advantages of saving and the pub- 
licized invitation to use the facilities of 
the savings bank. 

Moreover, the savings bank is doing 
a major job in educating the masses to 
discriminate between true investment 
and dangerous speculation. The sav- 


ings banks now constitute a solid corner- 









stone of the investment business anid a 
strong tower for conservative securities. 
They have had a splendid record during 
the present depression in supporting 
high-class securities and they are stand- 
ing together for the protection of one 
another’s deposits against alarm and 
hysteria. 

One of their outstanding accomplish- 
ments is the transformation from the 
old-fashioned strong box for the pennies 
of the poor to the modern financial in- 
stitution for the protection and con- 
servative investment of the funds of all 
classes and kinds of people. Today the 
savings banks, due to their own sound 
and progressive methods of service and 
their intelligent advertising, are looked 
upon as the banks of the people, not 
merely of the so-called small folks, but 
of all the folks, big and little, young and 
old, high and low, rich and poor. 

Savings and thrift advertising justly 
claims a share for this notable accom- 
plishment. Through the newspapers and 
direct advertising in the homes, many 
millions of messages on thrift have been 
sent to the people. 


ADVERTISING SECURITIES 


Now for a brief look at the invest- 
ment distributing business and the adver- 
tising of securities. 

There are two enormously important 
economic problems in America today: 
One is to provide steady, profitable em- 
ployment for all who wish to work; the 
other is to provide safety and profitable 
investment for all money that a fully 
employed people wish to save out of the 
wages of their work. 

The financial men of this country 
must fully realize their responsibility to 
conserve investment as well as to obtain 
capital, to safeguard the lender a& well 
as to accommodate the borrower. We 
hear it said that the security market will 
not improve much until the public gets 
back into it. The primary problem today 
for security manufacturers and merchan- 
disers is how to coax back the lambs, not 
in order to fleece ‘em, but to provide 
means by sound investment for feeding 
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and clothing them so they may grow 
into prosperous flocks. 

If borrowers of investors’ money will 
develop the same fine sense of obligation 
toward the lender that they have toward 
the purchaser and user of their products 
and services, we shall see securities pro- 
duced that meet such basic specifications 
as these: Safety for principal, constancy 
of interest or dividends, reasonable as- 
surance against unreasonable deprecia- 
tion and inflation. 

If investment bankers will insist that 
all new securities manufactured for the 
benefit of borrowers meet these decent, 
basic specifications, millions of thrifty 
persons will be glad to lend by purchas- 
ing such securities. The criterion by 
which an issue shall be judged must be 
changed from “Will it sell?” to “Will it 
give honest value to the purchaser?” 

The next five years are likely to see 
a larger percentage of good, sound 
securities manufactured and offered for 
sale than during the past decade. Only 


the best is likely to have a consistent de- 


mand. It will be a good time for the 
investor, a good time for the best invest- 
ment houses, but a poor time for the 
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financial sellers and 
buyers. 

The next five years will be a good 
time also for security advertising, be- 
cause there will be better goods to adver- 
tise and better investment houses to ad- 
vertise. There has been a great house 
cleaning. The survivors are stronger, 
cleaner and more conscious than ever of 
their trusteeship. Decent advertising of 
decent financial goods will have a fairer 
chance of success, because of the elimi- 
nation of factors which robbed the ‘fields 
of sound investment. 

Advertising leadership should be 
yoked with banking leadership, to pro- 
mote real investment and to discourage 
speculation. Let the big fellows specu- 
late if they will—but with their own 
money! Let us help the millions of small 
investors, who in the aggregate far out- 
weigh the big fellows, to conserve their 
savings and lend for permanent pros- 
perity. Thus will we build eventually 
a financial structure in America that can 
withstand all storms and floods of eco- 
nomic disturbance. Indeed the storms 
and floods themselves will grow less 
severe and eventually be tamed. 


gamblers—both 





Upon What Basis 
Do You 
Solicit Business? 


Sound bank management disregards 
neither the material nor intangible 
value of association with institutions 
of proven responsibility and standing 
—a wise rule of business that has 
been put to the test in a thousand 
emergencies. 


You appeal to your customers on the 
strength and prestige of your own 
bank. Can you be less particular in 
the choice of yourcity correspondent? 
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An Unprofitable Loan 


Showing the Value of Analyzing the Cost of All Bank Trans- 


actions 


Conference, H. J. Winn, cashier 
of the First National Bank of 
Greenville, S. C., made an able talk 
on “Measured Service Charges” and 
why they are necessary. At the con’ 
clusion of his talk he recounted a 
humorous incident of a loan recently 
made by a South Carolina banker which 
served forcibly to illustrate the need 
for more careful analysis of banking 
costs. Here’s the story: 
A Mr. Smith walks into the bank 
and says, “Good morning, Mr. Banker.” 
“How are you, Mr. Smith?” says the 
banker. “I am delighted to see you; 
have a seat and tell me the news.” 
Mr. Smith proceeds to tell the banker 
all about his physical ailments, and the 
health of his family. They discuss the 
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weather, the crops, the roads, politics, 


religion, inflation, deflation, the boll 
weevil, prospective price of cotton, the 
League of Nations, and finally England’s 
gold suspension. 

Mr. Smith then crosses his legs, 
changes his chew of Brown Mule to 
the other side and spits his tobacco 
juice across the room. At the same 
time he informs the banker that he 
wishes to borrow $15 for thirty days, 
pledging therefor giltedged security. 
Mr. Banker consents, calls up his as- 
sistant and orders proper papers to 
be drawn, including the collateral 
offered, which security consists of 
“one black horse mule named Bill, 
about eighteen years old; also one road 
cart bought of the Hard Luck Live 
Stock Company in 1914.” The papers 
are signed, witnessed and probated. 
The interest on $15 for thirty days, 
at exactly 8 per cent., amounts to ten 
cents. The cashier deducts the ten 
cents and pays Mr. Smith $14.90 in 


cash. After Mr. Smith is gone the 
bank proceeds to analyze the transaction 
to determine its profit: 


Cost of chattel blank 
Note blank 

Revenue stamps 
Cost of tickler sheet 
Probating 

Recording fees 
Drawing papers 
Exchange for cash 
Notice due 
Exchange on check sent in payment .. 
Cancellation 

Mailing notice 


From $1.09 deduct the interest 
charged, 10 cents. This leaves a net 
loss of 99 cents. This, of course, does 
not include the thirty minutes of valu- 
able time taken from the officer and 
worth at least $1.62. Neither does it 
take into consideration the bookkeeping, 
the salary of officer, rents, stationery 
and postage necessary to run a bank. 

In addition to these expenses the 
bank has to pay a Federal tax, state 
tax, county tax, municipal tax, real 
estate tax, property tax, road tax, pay- 
ing tax, regular school tax, special 
school tax, high school tax, capital stock 
tax, corporation tax, license tax, income 
tax, excess tax, examination tax, circula- 
tion tax and, finally, dog tax. 

Now, about all that we can hope 
to live for is to see what is coming 
next. 


Proprietor: “Yes, we are in need of a 
porter. Where were you employed last?” 
Applicant: “In a bank, sir.” 
“Did you clean it out?” 
“No, sir, the cashier did that.” 
—Royal Bank Magazine. 





Long Distance... 
sharp tool of business 


LONG DISTANCE has gradu- 
ated from the emergency class. 
Instead of waiting fora rare occa- 
sion, people are now making 
everyday use of this service in 
business and social life. 

This development is due in 
large part to the unflagging efforts 
of Bell System workers to im- 
prove telephone service. Research 
has led to better transmission, traf- 


fic analysis has resulted in quicker 


connections, commercial studies 
have made Long Distance a sharper 
tool for American business. 

Progress like this, character- 
istic of the Bell System, is one 
reason why the dividends of the 
American Telephone and Tele- 
graph Company and its predeces- 
sor have been paid regularly for 
more than half a century. 

May we send- you a copy of our 


booklet, ‘Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 





New England Bankers on Business 


Answers to Questionnaire Give the Views of Financiers and 
Executives 


the war debts, extension of the mor- 

atorium, reduction or ‘case-by-case 
adjustment of the tariff, and modification 
of anti-trust laws are favored by New 
England bankers “to enable New Eng: 
land industry and business to make bet- 
ter progress.” These facts are among 
the most striking disclosed by answers to 
a questionnaire sent out by the New 
England Council to fifty-two representa- 
tive bankers in the six New England 
states. 

Thirty-five bankers favored extension 
of the moratorium, as against only eight 
opposed. Twenty-nine favored a scaling 
down of the war debts; twenty-one fa- 
vored cancellation; eight said that war 
debts should be “undisturbed.” 

Not a single banker favored an in- 
crease in the tariff; twenty-four voted for 
a general reduction; twenty-three favored 
adjustments case-by-case by the tariff 
commission; and nine voted to leave the 
present tariff in effect. 

Practically all of the bankers answer- 
ing the questionnaire favored modifica- 
tion of the anti-trust laws in some respect. 
Forty voted for modification to allow 
price stabilization, as compared with only 
four opposed; thirty-seven favored allow- 
ing co-operation to standardize discounts, 
as against three opposed; thirty-seven 
voted to allow co-operation in standard- 
izing reserve accounting, as against two 
opposed; and forty favored allowing co- 
operation to stop “cut-throat” competi- 
tion, as compared with only three op- 
posed. 

On questions relating more closely to 
banking, opinions were more divided. 
Thirty bankers voted affirmatively on the 
suggestion that all banks in a Federal 
Reserve District be required to become 
members of the Federal Reserve System. 
Nineteen voted “no.” Twenty favored 
the establishment of a national mortgage 


Gc vard down or cancellation of 


real estate bank, while eighteen opposed 
it. Thirty-one favored prohibiting manu- 
facturing corporations from loaning sur- 
pluses in the call money market, and 
fifteen opposed the prohibition. The 
suggestion that banks be prohibited from 
making loans with common stock as col- 
lateral security, except on a predeter- 
mined basis of actual earnings or actual 
net worth, over a three to five-year 
period, was favored by twenty-six bank- 
ers and opposed by twenty. 

That bankers recognize the need for 
other types of credit companies is shown 
in the response to a suggestion that com- 
petitive credit facilities, such as instal- 
ment finance companies, be curtailed. 
Eighteen bankers voted for curtailment; 
twenty-two against it. 


BUSINESS MEN’S OPINIONS 


The same questionnaire, answered by 
853 executives, representing some twenty 
fields of business and industry in the 
New England states, affords some inter- 
esting comparisons. 

On the question of moratorium ex- 
tension, bankers and business men were 
in close agreement, with 31 per cent. of 
the bankers and 77 per cent. of the busi- 
ness men favoring extension. 

Fifty-four per cent. of the executives 
voted for scaling down of the war debts, 
and 50 per cent. of the bankers said 
“yes” to this proposal. Fewer execu- 
tives favored cancellation, the percentage 
being 13 for them, while 36 per cent. of 
the bankers expressed themselves as being 
in favor of cancellation. Leave war 
debts as they are, was the opinion ex- 
pressed by 33 per cent. of the executives 
and only 14 per cent. of the financiers. 

While none of the bankers voted for 
an increase in tariff rates, 4 per cent. of 
the business men favored this proposal. 
The business men in general were for 
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higher tariffs than the bankers. Execu- 
tives favoring a reduction were 27 per 
cent., as compared with 43 per cent. of 
the financiers. Sixteen per cent. of the 
bankers voted to leave the tariff rates 
undisturbed, as did 23 per cent. of the 
business men; 41 per cent. of the bankers 
and 46 per cent. of the executives voted 
for a case-by-case adjustment. 

Both groups showed a very large per- 
centage in favor of modification of anti- 
trust laws. The percentage of bankers 
was 93; that of business men, 91). 

Sixty-nine per cent. of the business 
men think the establishment of a national 
real estate mortgage bank would be a 
good thing; only 52!4 per cent. of the 
bankers feel the same way. 

But business men seem to think more 
highly of the Federal Reserve System 
than do their banking brethren. Eighty- 


two per cent. of the executives expressed 
themselves as in favor of compulsory 
membership in the Federal Reserve Sys- 
tem for all banks. Sixty-one per cent. of 
the bankers favored such a compulsion 


On the question of loaning money with 
common stock as collateral, the business 
men outdid the bankers in conservatism. 
More than 73 per cent. of the executives 
thought such loans should be prohibited; 
only 56% per cent. of the bankers fa- 
vored such a prohibition. 

The two groups were practically in 
agreement on the suggestion that manu- 
facturing corporations be prohibited 


from loaning funds in the call loan mar- . 


ket. Sixty-seven per cent. of the bank- 
ers and 66 per cent. of the business men 
think they should be prohibited. 

One of the most surprising compari- 
sons came on the subject of curtailment 
of competitive credit facilities, such as 
instalment finance companies, etc. Al- 
though only 45 per cent. of the bankers 
favored such curtailment, business men 
were strongly in favor of it, registering 
65 per cent. of their vote for such cur- 
tailment. 


Both groups went on record as oppos- 
ing compulsory unemployment insur- 
ance, either by state or Federal govern- 
ments. There were also large percentages 
of both groups favoring development 
by each employer of long-time plans 
for operating, as nearly as_ possible, 
at a uniform rate from year to year. 
Both were decidedly in favor of the 
shortening of weekly hours to conform 
to the work available. 

Vocational guidance by schools, col- 
leges and universities away from de- 
cadent occupations was favored by prac- 
tically all of the voters in both groups. 
Few of either group favored restriction 
of the use of labor-saving machinery to 
reduce unemployment. Seven bankers 
favored such restriction, as against thirty- 
two opposing it, while seventy-six of the 
executives favored restriction and 558 
opposed it. 

Bankers have been charged with the 
responsibility for wage-cutting, so it is 
of particular interest to note that on the 
question of reducing wages and salaries 
for their own companies during 1932, 
only eight bankers answered that they 
expected to, while 285 business men 
planned such a reduction. 

Expressed in percentages, only 15 per 
cent. of the bankers expected to reduce 
wages and salaries in 1932, as opposed 
to 33'%4% per cent. of the executives. 
Forty per cent. of the bankers expected 
to reduce expenses in other ways, as did 
70 per cent. of the business men. 

Other questions in the form sent out 
by the Council dealt with measures on 
which the answerer’s own company 
would rely for improved profits in 1932, 
and contained such suggestions as new 
machinery, new processes, increased ad- 
vertising, etc. Twenty-one per cent. of 
the business men and 6 per cent. of the 
bankers planned to increase their adver- 
tising expenditures in 1932. About 20 
per cent. of the executives favored a 
bonus or other wage-incentive plan, as 
against 10 per cent. of the bankers. 
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Discounting Accounts Receivable 


HAT current borrowing difficulties 

are producing a new method of 

financing the successful manufac- 
turer, i. e., the discounting of accounts 
receivable, is the opinion of Theodore H. 
Silbert, of Jones-Frank Co., Inc., com- 
mercial financing company of New York. 
“Discounting accounts receivable will be 
accepted very shortly as good business, 
particularly in bad times such as we are 
now experiencing, where the borrower 
is unable to obtain money at his bank 
on open account or at a bank interest 
rate elsewhere,” says Mr. Silbert in a 
recent survey on the subject. 

He cites three reasons why this prac- 
tice may be disapproved of by many 
banks. First, he says, finance companies 
usually receive adequate security to pro- 
tect the advances they make, whereas 
that received by banks is of a more in: 
tangible nature and less secure. Second, 
he states, banks receive less interest than 
commercial finance companies. And, 
third, banks are often forced to leave a 
manufacturer particularly when he needs 
help while discount companies are ready 
to help at all times. 

Mr. Silbert lists the following “‘out- 
standing advantages of discounting re- 
ceivables: 


“1. The manufacturer is able to in- 
crease his capital and surplus. 

“2. He borrows when he _ needs 
money and pays only for the length of 
time the money has worked for him. 

“3. Increased turnover reduces his 
overhead expenses. 

“4. His purchasing power is in- 
creased. 

“5. He is enabled to take on more 
customers and has better credit diversifi- 
cation. 

“6. Interest charges on receivables 
which are discounted often pay for them- 
selves by the discounts available for cash 


discount purchases and flat reduction in 
prices of raw materials for cash. 

“7. His creditors are always satisfied 
by receiving cash. 

“8. The progressive merchant is un- 
der no obligation to continue borrowing 
and makes no guarantee. He discounts 
his accounts receivable whenever it is to 
his advantage.” 


Citing a hypothetical transaction, Mr. 
Silbert illustrates the advantages of dis’ 
counting accounts receivable as follows: 

The usual cost of this service is be’ 
tween 1/25 and 1/30 of 1 per cent. a 
day, which includes commissions, inter- 
est, exchange, postage, etc., on the face 
value of each account, plus $5 per $1000 
on the first $100,000 borrowed within 
the year. Thus on a volume of sales at 
$100,000 at rate of 1/30 of 1 per cent. 


daily, a manufacturer would pay for 


twenty days’ interest approximately 
$1167. If this manufacturer sold mer- 
chandise at 2 per cent. ten days, net 30, 
this same sum of money for twenty days 
would cost him $2000. 

“Thus, by borrowing from the finance 
company and not being forced to take 
the 2 per cent. discount, he earns dif- 
ferential of approximately $833 in this 
transaction, plus the following specific 
earnings: 2 or 3 per cent. discounts on 
his purchases by paying cash within ten 
days, special bargain lots offered to him 
for cash at reduced prices and savings by 
virtue of a greater turnover by lowering 
overhead.” 

Why the practice of discounting ac- 
counts receivable has always been 
shrouded in deep mystery and secrecy is 
something reputable finance companies 
do not understand, he says. “Dispelling 
the mysterious veil of secrecy is the first 
step toward a better understanding and 
the greatest advantage to all parties con- 
cerned.” 
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with principal and 
interest guaranteed 


For years outstanding Savings Banks and Trust Companies in 
New York City have invested funds entrusted to their care in 5%4% 
Guaranteed First Mortgage offerings of this Company. These institu- 
tions have found the mortgages well suited to their exacting needs and 
investigation has proven the underlying security and guarantee in back of 
each mortgage purchased, more than ample protection for the funds 
invested. 


Greater New York-Suffolk Title and Guarantee Company's mortgages 
are legal investments for Savings Banks and Trust Companies in New 
York State. They are safe—dependable and worry-free securities. They 
do not fluctuate in value. Each mortgage offered is secured by a well 
located residential or business property in Greater New York and is 
made only on the most conservative appraisals. Every detail relative to 
the investment is taken care of by this Company under the terms of its 
guarantee. Interest checks are mailed so as to arrive promptly on the 
day they are due. 


CURRENT OFFERINGS WILL BE FURNISHED ON REQUEST 


GREATER New YorRK-SUFFOLK 


TITLE and GUARANTEE COMPANY 


341 Madison Avenue 
New York 
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INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


MAY, 1932 


Appreciation, Depreciation and Stability 


By WILLIAM Hayes 


Smith wrote a book called “Com- 

mon Stocks as Long Term Invest- 
ments” which exercised a profound 
influence on investment thought in the 
United States for almost ten years. 

With an admirable lack of bias, he ex- 
amined the theory (unquestioned up to 
that time) that the only satisfactory in- 
vestments for long-term holding were 
bonds. He found it wanting. In two 
respects it was incorrect. In the first 
place he found that bonds did not, as 
had been claimed for them, furnish a 
larger income than stocks. It is true 
that the income was more stable. It did 
not fluctuate, as did that of stocks, from 
year to year. But it was consistently 
below that of stocks, and for the full 
period which he surveyed, it amounted 
to half the amount realized from stocks. 

Equally disadvantageous was his in- 
vestigation of the market performance 
of stocks and bonds as investments. 
Over twenty years the price of high 
grade bonds changed but little. But 
among the stocks, he found an apprecia- 
tion in price sometimes amounting <o 
more than 50 per cent.—and this in 
addition to a more generous yield. 

His conclusions were challenged at the 
time, and have been repeatedly attacked 
since, on the ground that neither the 
securities selected for the test, nor the 
periods covered, were fair. Many 
claimed that his procedure was such as 
to really obscure the advantage of bonds 
as investments. “Impartial in spirit, but 
not in procedure” summarizes most of 
the criticisms. 

These were ignored by a public (sel- 
dom scientifically inclined) lost in con- 


Be in 1923, Edgar Lawrence 


templation of the profits to be achieved 
from the “possibilities for appreciation” 
inherent in common stocks. 

For almost seven years rising prices 
in the stock market confirmed his con- 
tention that common stocks were, after 
all, the best long-term investments. 
“Possibilities for appreciation” became a 
fetish with the American investing pub- 
lic. Even formerly conservative insur- 
ance companies were converted to the 
faith and took on a heavy portfolio of 
common stocks. 

As for the average investor, like the 


young man who seeks a job with “op- 
portunities for advancement” (blissfully 
unconscious that such possibilities exist 
in almost every job), he demanded 
securities with “possibilities of apprecia- 


tion.” Gradually every other criterion 
of investment merit was set aside. Yield 
became a negligible factor—the apprecia- 
tion would compensate for lack of re- 
turn. Price was no longer important, 
so long as further appreciation was ex- 
pected. If stock salesmen, customers’ 
men, bond salesmen would only promise 
that the security recommended would go 
up in price, they could sell it. Bonds 
being unable to promise so much, the 
market for them languished, and strong 
old houses found insufficient business to 
cover their expenses. 
THE MACHINE IN REVERSE 

The public was reluctant to abandon 
this seductive theory, even when an un- 
mistakable change in the situation 
arrived. The search for stocks with 
“possibilities of appreciation” persisted 
after the market break of 1929, through 
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the long decline of general business in 
1930, and into the deepening depression 
of 1931. 

Then suddenly, in the last half of last 
year, the machine went into reverse. De- 
preciation had gone so far, and then 
became so rapid, that re-appreciation 
sufficient to make up the losses thus far 
suffered (let alone realize a profit) began 
to appear far distant. Appreciation was 


discarded as the aim of investment. Its 
place was taken by the desire for stabil- 


ity. It would be enough, investors 
thought, to escape further depreciation. 

And so there was much shifting 
about, from weak companies to strong 
ones, from stocks to bonds, from cor- 
poration bonds to Government bonds. 
But a malevolent destiny was pursuing 
investors. For the attempt, by a large 
number of security-holders, to escape 
depreciation by selling securities on a 
falling market, precipitated the very 
thing they feared—further decline. 
Every type of security declined sharply. 
Even the investor who sold and did not 
reinvest often did not escape. If he 
kept his money in the bank, his already 
depleted funds were menaced by bank 
failures which occurred in large numbers 
all over the country. 

The climax of this flight from depre- 
ciation was the hoarding movement 
which gained such momentum in the 
closing months of 1931. People finally 
concluded that their only safety lay in 
getting currency or gold in their own 
possession and keeping it there where it 
could not depreciate. This was, as all 


thinking people realize, a_ hysterical 
state, resulting from thorough fright. 
Strenuous measures were taken to cure 
it, and it was thought that the markets 
had been calmed by the formation of the 
Reconstruction Finance Corporation in 
February, and the subsequent decline of 
bank failures in March. 

But the last month has seen the in- 
vestment market frightened again, this 
time by the spectre of taxation. This 
ghost began to walk when the House 
of Representatives proposed to place a 
tax of one-quarter of 1 per cent. on all 
sales of stock. The market immediately 
began to decline and continued down- 
ward during most of the month of 
April. 


WHY SHOULD A TAX PROPOSAL DEPRESS 
STOCK PRICES? 


It is hard for the logical mind to 
understand why a proposal to increase 
the tax on stock sales should send stock 
prices down. For a tax on an article 
does not necessarily make the article 
worth less. Indeed, the most potent 
argument advanced against the general 
sales tax was that it would increase the 
cost of living by raising the price of 
every article by at least the amount of 
the tax. Why, then, should the effect be 
the opposite in the stock market? 

Presumably because some of the more 
articulate among the speculative frater- 
nity made alarmist pronouncements that 
the tax would “ruin” the exchange, and 
obliquely hinted that the New York 
Stock Exchange might move to Canada. 
This was enough to stampede the herd 
of smaller speculators, who are always 
ready to follow a positive lead in any 
direction. They saw ruin staring the 
country in the face, and proceeded to 
sell their own holdings and go short. 
Once the movement was under way, it 
gathered its own momentum, as further 
price declines exhausted thin margins 
and caused forced selling. 

Now the interest of bankers in the 
stock market normally is, or should be, 
slight. In general, stocks are not suit 
able investments for banks’ portfolios. 
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But at present most of the banks are 


carrying security loans for their clients, 
and they are vitally interested in the 
margin of safety on those loans, which 
depends on prices. Moreover, when the 
stock market’s decline spills over into the 
bond market—as it did last month—it 
becomes a matter of real concern to 
bankers. 

Despite the fact that Government 
bonds have repeatedly made new highs 
in the last month (attributed mainly to 
Federal Reserve purchasing) the New 
York Times index of domestic bond 
prices established a new low for the 
year on April 13, and recovered only 
about two points by the end of the 
month. The April 13 low is below any 
figure recorded for the index since com- 
pilation was begun in 1913. 

It is unfair to blame this decline en- 
tirely on the tax proposal. There have 
been other developments which were 
disturbing. Renewed agitation for early 
payment of more of the soldiers’ bonus 
brought a vigorous statement from Presi- 
dent Hoover which may have alarmed 
He referred to it as something 


some. 


Toronto 


which would “irretrievably undermine 
the nation’s credit.” 

Without at all taking the side of the 
pro bonus publicists we think it would 
be helpful to maintain a right perspec- 
tive on this question. The extra $2,000,- 
000,000 demanded by the ex-soldiers 
would be a wasteful expenditure, at a 
time when the Government is trying 
very hard to pare down all expenditures. 
It would practically double in 1932-33 
the deficit of $2,500,000,000 expected in 
the current year. But even should the 
deficit for next year reach $6,000,000,- 
000, that would hardly wreck our na- 
tional credit. We survived a deficit of 
$9,600,000,000 in 1918, followed by an- 
other of $14,297,000,000, in 1919 and 
lived to tell the story. One need not too 
readily conclude, therefore, that we face 
national bankruptcy, even if the Ameri- 
can Legion should be able to force pay- 
ment of the amount demanded. And 
informed opinion is that Congress will 
not pass the measure, and will sustain 
the certain Presidential veto if it does 
pass the bill. 

Then again, newspapers have an- 
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nounced in large headlines, that the 
German budget recently submitted 
makes no provision for reparation pay- 
ments, and the British budget does not 
include any amount for payment of its 
war debt to the United States. Here 
again a balanced view is called for. The 
first impulse is to conclude that these 
countries are going to force a crisis, by 
refusing to make the next payments. Yet 
it is problematical whether either is 
ready to default on its obligations. And 
there has been no evidence, as yet, of a 
change in the Administration’s attitude 
that the debts should be paid, so far as 
possible. We think a more nearly cor- 
rect interpretation of these omissions is 
that Britain and Germany are anticipat- 
ing that the Hoover moratorium, which 
expires next July, will be renewed for 
at least one year and probably longer. 

In other words, when most of the 
reasons for the April decline of the 
security markets are examined at close 
range, they are found to rest more on 


vague fears of what may happen than 
on stern realities. 

There is one fact, however, that is in- 
disputably depressing. Business activity 
continues to fall farther and farther be- 
low normal, with no signs of recovery 
in sight. It had been expected that the 
usual spring expansion would start busi- 
ness on the up-grade again. But no, 
there has been practically no spring in- 
crease in business this year. Hopes of 
revival are now being set forward to the 
fall. 

Corporation earnings so far reported 
for the first quarter of the year average 
some 60 per cent. below the same period 
of last year, which itself was a very poor 
one. Many industries are running at a 
loss. Until they can so readjust their 
operations that they at least cover 
expenses, there is small reason to hope 
for any permanent return of prosperity. 
The present results are the sort of thing 
which gradually undermines the struc: 
ture on which security prices are built— 
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that is, earning power and assets. For if 
earning power disappears, then assets 
lose their value. 


PRICE RECOVERY WITHOUT BUSINESS 
REVIVAL 


It does not follow, in our opinion, that 
revival in bond prices must necessarily 
await recovery in general business. 
Quotations have now got so low (and, 
conversely, yields so high) on high grade 
issues that it is possible to have an up- 
ward readjustment that will precede and 
encourage business revival. For there 
are other factors influencing bond prices, 
in addition to public sentiment and cor- 
poration earnings. 

When it happens, as is now the case, 
that high grade commercial paper yields 
only slightly over 3 per cent., call loans 
2'4 per cent., and bankers’ acceptances 
about 1 per cent—when this happens 
while most Government bonds are re- 
turning almost 3!4 per cent., municipals 
over 5 per cent., public utilities around 
5'4 per cent., there is a constant ten- 
dency for funds to be diverted from the 
lower yield investments to the higher. 


As water seeks its level, so money seeks 
the highest return compatible with 
safety and liquidity. 

Several dams of various sorts have in- 
terfered with the free flow of monetary 
fluid. We have already spoken of one 
of them. The fear that depreciation in 
the market value of securities will wipe 
out the possible gains in return has been 
a potent factor in restraining investment, 
even in Government bonds, until the last 
few months. And, as events prove, it 
has been a well founded fear. Besides, 
banks and investors have been deterred 
from investing as they normally would 
by the necessity for keeping a larger re- 
serve than usual in liquid form, to pro- 
vide against possible contingencies. In- 
ability to realize on many of their loans 
as expected has made it necessary for 
banks to keep what resources they had 
liquid, even at the sacrifice of return. 

Nevertheless, the impulse toward the 
larger returns is always present, and is 
bound to make itself felt gradually, as 
conditions stabilize. Already there are 
signs of a change. A few straws which 
show the direction of the wind: 
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The Federal Reserve Board notes, in 
its last bulletin, that “reserve balances 
of member banks with the Reserve 
banks, which had declined practically 
continuously from the middle of last 
year to the end of February, showed an 
increase in March.” When reserve bal- 
ances begin to increase, it is only a ques- 
tion of time until they will be seeking 
employment. 

The same issue reports that while 
“liquidation of bank loans continued 
during March,” it was “offset in part 
by an increase in investments, particu- 
larly in holdings of United States securi- 
ties.” Evidently the movement toward 
re-investment has already begun. 

Most important of all, the Federal Re- 
serve banks are stoutly aiding the move- 
ment. They have indicated their will- 
ingness to extend as much credit as 
needed, and are now undertaking to 
stimulate the market by injecting addi- 
tional purchasing power, through pur- 
chases of Government securities. By the 
end of April more than $200,000,000 
had been thus bought, and the program 
was reported to envisage continuing such 
purchases at the rate of $100,000,000 
per week indefinitely. A rough calcula’ 
tion indicates that the resources of the 
Federal Reserve System would permit it 
to continue at this rate during most of 
the rest of this year. Such a policy will 
result in a constantly growing excess of 
reserves in the hands of banks which 
will be seeking investment, presumably 
in the bond market. 


AN ALTERNATIVE—BETTER COMMERCIAL 
PAPER RATES 


It is true that the disparity between 
yields now prevailing in the market 
could be as effectively removed by an 
advance in commercial paper rates as by 
an advance in bond prices. This would 
be even more welcome to commercial 
bankers, who are probably now ready to 
give preference to the self-liquidating 


commercial loan. There is some pros- 
pect of this, also. 

It comes not from any anticipation 
that the demand for funds from business 
organizations will be increased, but be- 
cause the supply is being depleted. 
Foreign countries are finding the return 
obtainable on funds invested in this mar- 
ket unsatisfactory. They are repatriat- 
ing their funds. Gold exports began in 
volume again in April, and were at the 
rate of about $1,000,000 per day for the 
whole month. 

This is easing credit abroad. On 
April 19 the Netherlands Bank reduced 
its discount rate from 3 to 2V4 per cent., 
and two days later the Bank of England 
made another cut in its rate to 3 per 
cent. If the movement to repatriate 
funds should continue, it is possible that 
there will be some further firming of 
commercial paper rates in this country. 

Such readjustments of the yields in 
different countries and in different cate- 
gories of investment, however, take time 
—a longer time than usual, when eco- 
nomic and political conditions are so 
disturbed as they are at present. There 
is a lag, even in reflecting in the markets 
such a fundamental improvement as that 
achieved by the Reconstruction Finance 
Corporation in cutting the number of 
bank failures in March to the lowest 
figure since October, 1929. An economic 
organism, ravaged by two years of a 
disease the cause of which has eluded the 
best diagnosticians, does not respond im- 
mediately to treatment, no matter how 
good that treatment. 

But when banks and bankers are no 
longer menaced by runs and depreciat: 
ing securities, and can once more turn 
their attention to putting operations on 
a profitable basis, it can hardly be 
doubted that the results will show in 
the investment market. At least some 
of the wide spreads between investment 
yields will be narrowed in one way or 
another. And the bulk of the evidence 
indicates that it will be achieved through 
a better bond market. 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


RIGHTS OF PAYEE OF BANK 
DRAFT 


State ex rel. Sorensen v. First State Bank 
of Alliance (Smith, Intervener), 
Supreme Court of Nebraska, 

241 N. W. Rep. 783 


YPON the failure of a bank, the 

| payee of a draft, issued by the 

bank and which has been dis 

honored because of the failure, is not 

entitled to payment in full but is en- 

titled merely to share pro rata with other 
depositors. 


Proceedings by the State, on the rela- 
tion of C. A. Sorensen, Attorney Gen- 
eral, against the First State Bank of 
Alliance, wherein Clarence G. Bliss was 
appointed receiver and Alfred H. Smith, 
administrator of the estate of Elizabeth 
Sophia Smith, deceased, intervened. 
From the judgment rendered, the inter- 
vener appeals. Affirmed. 


OPINION OF THE COURT 


PAINE, J.—This is an appeal from 
a judgment of the district court for Box 
Butte County, classifying the holder of 
a draft, sold by the First State Bank of 
Alliance, among depositors as a holder 
of exchange of that bank. Appellant 
seeks to set aside this classification and 
to obtain the position of the beneficiary 
of a trust, entitled to payment in full 
out of the assets of the failed bank be- 
fore claims of depositors are considered. 

Upon December 26, 1929, Alfred H. 
Smith, who had a substantial deposit in 
the First State Bank of Alliance, cashed 
a check on that bank for $1,500, taking 
$500 of the proceeds in cash, and taking 
its draft on the Omaha National Bank 
for the balance of $1000, and having the 
same made payable to Ada Melvin. This 
draft was transmitted by Lizzie Smith, 


the wife of Alfred H. Smith, to Ada 
Melvin, at Modesto, California, to pay 
an obligation due her from Mrs. Smith. 
The draft was cashed at the Security- 
First National Bank of Los Angeles, 
California, upon January 3, 1930, but 
before it reached the Omaha National 
Bank, upon which it had been drawn, 
the First State Bank of Alliance had 
been closed, and payment was refused, 
thereupon Mrs. Smith paid to Ada Mel- 
vin the $1000 she owed her with other 
funds, and took an assignment of the 
draft, and, under the name of Lizzie 
Smith, she filed a claim in the receiver- 
ship proceedings of the First State Bank 
of Alliance. After the hearing the re- 
ceiver classified this $1000 draft as a de- 
posit. Shortly thereafter Mrs. Smith 
died, and Alfred H. Smith, the appel- 
lant, was appointed administrator of her 
estate, and filed a petition of interven- 
tion in this case. There was no intent 
on the part of Alfred H. Smith to ob- 
tain an illegal preference in this matter, 
and he had no intimation or knowledge, 
at the time he purchased the draft, that 
the First State Bank of Alliance was in 
failing circumstances. This claim was 
tried by the district court upon the same 
basis in every way as though the claim 
had been filed by Ada Melvin. The dis- 
trict court denied the prayer of the 
petition of intervention, asking that it 
be paid in full as a trust fund, and ap- 
proved the action of the receiver allow- 
ing it only as a deposit. 

A single question is presented for de- 
termination to this court in this case: Is 
the payee, or assignee of the payee, of 
such a draft, drawn by a bank which is 
closed before the draft is cashed by the 
bank on which it is drawn, entitled to 
claim a trust fund under section 62- 
1812, Comp. St. 1929, or is such as 
signee simply a holder of exchange under 
section 8-1102? 
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It is insisted in the briefs filed in this 
case that this court has never passed 
upon this question, nor has the appellant 
been able to find any case from any 
other jurisdiction passing upon a similar 
statute. The appellee, in his brief, cites 
in support of his contention the follow- 
ing authorities: Grammel v. Carmer, 55 
Mich. 201, 21 N. W. 418, 54 Am. Rep. 
363; 3 Michie, Banks and Banking 
(Perm. Ed. 1931) 315, § 207; State v. 
Farmers’ State Bank, 111 Neb. 117, 196 
N. W. 908; Leach v. Battle Creek Sav- 
ings Bank, 202 Iowa 875, 211 N. W. 
527; Leach v. Exchange State Bank of 
Stuart, 203 Iowa 790, 211 N. W. 516; 
Standard Oil Co. v. Veigel, 174 Minn. 
500, 219 N. W. 863; Legniti v. 
Mechanics’ & Metals Nat. Bank, 230 
W.. Y. 435. 130 N. E. 597, 16 A. Lb. R. 
185. However, since this case was sub- 
mitted, a decision has been handed down 
in State v. State Bank of Belvidere, 122 
Neb. —, 241 N. W. 755, in which the 
full court had this identical question be- 
fore it and passed squarely upon it, as 
follows: “The purchaser of a bank draft 
is a purchaser of a bank’s credit and a 
holder of exchange, and, as such, is en- 
titled to share pro rata with depositors 
and other holders of exchange in the 
assets of a failed state bank and in the 
depositors’ final settlement fund, but, in 
the absence of special circumstances, is 
not entitled to have his claim allowed as 
a trust fund.” 

There being no error in the record of 
the district court, the judgment thereof 
is hereby 

Affirmed. 


COMMISSIONS TO WHICH 
EXECUTOR ENTITLED 


In re Lite’s Estate, Petition of Lawyers’ 
Trust Co., Surrogate’s Court, Kings 
County, 255 N. Y. Supp. 536 


Section 285 of the New York Sur- 
rogate’s Court Act provides that, where 
an estate is of the value of $100,000 or 
more, each executor shall be entitled to 
full commissions unless there are more 
than three, in which event the commis- 


sions to which the three will be entitled 
will be apportioned among them accord- 
ing to the services rendered. 

Under this provision it is held that, 
where a will names two executors and 
provides that they shall receive only one 
commission, the same to be divided 
equally between them, each executor will 
not be entitled to full commission even 
though the estate exceeds $100,000 in 
value. 


Proceedings by the Lawyers’ Trust 
Company and another to render and set- 
tle their account as executors of the es 
tate of David Lite, deceased. 

Decree fixing commissions in accord- 
ance with opinion. 


OPINION OF THE COURT 


WINGATE, S.—The sole question 
presented for determination on this ac- 
counting relates to the commissions to 
which the fiduciaries are entitled. 

The will which was admitted to pro- 
bate in this court on June 19, 1930, after 
directing the payment of debts and testa- 
mentary expenses, gave the entire residue 
of the estate to the executors and trus- 
tees, directing them to pay $2400 a year 
for the guardianship of testator’s two 
children, Mildred and Florence, and to 
pay the college expenses of Mildred. It 
then provided for the accumulation of 
one-half of the surplus income for each 
child during their respective minorities 
and directed payment thereof to them in 
equal shares after they respectively at: 
tained the age of twenty-one. When 
Mildred attained the age of forty, one- 
half of the corpus was to be paid over 
to her, and a like provision was made 
respecting the payment of the balance to 
Florence. Alternate provisions were in- 
serted covering the death of either 
daughter prior to attaining that age. 

It is obvious that since the direction 
was that the residue, less the specified 
deductions, should be held as a gross and 
undivided fund for these two daughters, 
the division of the principal to take place 
at some future time with the income 
meanwhile payable to them in specified 





proportions, that no separation of func’ 
tions of the testamentary fiduciaries into 
those of executor and trustee was con- 
templated, and that consequently com- 
missions in two capacities cannot be 
awarded them. Matter of Abrahams’ 
Estate, 136 Misc. Rep. 538, 545, 241 
N. Y. S. 212, and cases cited; Matter of 
Morin’s Estate, 136 Misc. Rep. 823, 
824, 242 N. Y. S. 230; Matter of Rap- 
pold’s Estate, 138 Misc. Rep. 163, 164, 
245 N. Y. S. 169; Matter of Jackson’s 
Estate, 138 Misc. Rep. 167, 173, et seq., 
245 N. Y. S. 156; Matter of Galloway’s 
Estate, 139 Misc. Rep. 183, 186, 248 
N. Y. S. 153; Matter of Stewart's Es- 
tate, 140 Misc. Rep. 155, 157, 158, 250 
N. Y. S. 141; Matter of Halbert’s Es- 
tate, 141 Misc. Rep. 181, 182-184, 252 
N. Y. S. 355; Matter of Schliemann’s 
Estate, 140 Misc. Rep. 230, 231, 250 
N. Y. S. 254, affirmed as to this point, 
— App. Div. —, 254 N. Y. S. 810. 

Since the estate exceeds $100,000 in 
value, each of the executor trustees 
would, under the provisions of the first 
sentence of paragraph 9 of section 285 
of the Surrogate’s Court Act, ordinarily 
be entitled to one full commission, of 
which one-half would be payable upon 
the settlement of this account and the 
balance upon the complete distribution 
- of the corpus of the executorial trusts. 

The twelfth item of the will, however, 
reads in part as follows: “Twelfth. I 
hereby nominate, constitute and appoint 
the Lawyers’ Trust Company and Reu- 
ben Weinberg Executors and Trustees 
under this my last Will and Testament, 
they to receive for their commission as 
such only one commission same to be 
divided equally between them; and in 
the event they refuse to act as above pro- 
vided, then I do hereby nominate, con- 
stitute and appoint the Title Guarantee 
© Trust Company to act in such ca- 
pacity. ere 

The obvious purpose of the insertion 
of this clause by the testator was to limit 
the sum which might be received by both 
of his executors to the sum which would 
be payable had only a single executor 
been named and qualified. This inten- 
tion is rendered more obvious since the 
will provides that if the executors do not 
desire to accept the appointment on this 
condition, a single alternate executor 


People 


must Carry 


MONEY 


Most people carry 
money all the time, in varying 
amounts. And most households 
keep some cash on hand for house- 
hold bills and emergencies. That’s 
common practice. 


But even common practices are 
being scrutinized today. The in- 
crease in theft and robbery, and 
unusual anxiety to avoid money 
loss, have caused people to con- 
sider ways in which their cash 
may be protected. 

The first way to avoid loss is 
to carry as little cash as possible. 
And the way to protect the money 
that is needed is to use A. B. A. 
Cheques. For if A. B. A. Cheques 
are lost or stolen before they have 
been countersigned, the money 
they represent will be refunded. 


A. B. A. Cheques are not only 
for travel. They afford protection 
for your customers, wherever 
they may be, at home or abroad. 


A‘ B-A 


CHEQUES 
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OFFICIAL TRAVEL CHEQUE 
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shall act, to whom, obviously, only one 
commission would be payable in spite of 
the fact that the estate exceeded $100,000 
in value. 

Since the executors have qualified un- 
der the will, they are estopped to deny 
that they accepted the condition imposed 
by the testator, and are therefore en- 
titled at this time to only one-half of a 
single commission upon the principal and 
income, to be divided between them. 
Proceed accordingly. 


GUARDIAN LIABLE FOR FUNDS 
LOST IN BANK FAILURE 


Bates v. Jones, Supreme Court of 
Alabama, 139 So. Rep. 242 
A guardian who deposits his ward's 
funds in a bank which fails is liable 
notwithstanding the bank was in good 
repute and the guardian was not negli- 
gent in that respect. 


Petition for final settlement by Alex 


Jones, as guardian of Joseph Bates, a 
minor. From the judgment or decree, 
the minor, by William H. Burr, guardian 
ad litem, appeals. 

Reversed and remanded. 


OPINION OF THE COURT 


GARDNER, J.—The guardian de- 
posited funds of the ward in the Bank of 
Ensley, which were lost by failure of the 
bank. At the time of the deposit and 
continuing to the failure, the bank bore 
a good reputation, and there is no claim 
of negligence in that regard. The minor 
sought, upon settiement of the account, 
to have the probate court charge the 
guardian with the funds so lost, but this 
the court declined to do. Hence this 
appeal. 

The case for the minor rests upon the 
following facts: The New York Indem- 
nity Company appeared as surety upon 
the bond of the guardian and, as a pre- 
requisite to said company becoming such 
surety, it exacted of the guardian a joint 
control of and over said fund which, 
upon demand of the surety company’s 
duly authorized agent, was deposited in 


the Ensley bank, where the agent carried 
his personal account; the deposit being 
to the credit of the guardian, but subject 
to withdrawal only when the checks 
issued by him as such had been counter- 
signed by a duly appointed agent of the 
surety company. While not considered 
as here of controlling influence, but illus- 
trative only of the wisdom of the rule 
hereinafter stated, the preponderance of 
the proof shows that the funds were con- 
tinued on deposit in the Ensley bank over 
the repeated protest of the guardian, who 
insisted upon its return to the First Na- 
tional Bank of Birmingham, where it was 
originally on deposit. 

The principle invoked, resting upon 
the ground of public policy, and estab 
lished by well-reasoned authorities, both 
English and American, is that, if a 
trustee enters into any arrangement with 
reference to the trust funds which sur- 
renders or limits his control over them, 
he is guarantor of the funds, irrespective 
of his motives, or whether his surrender 
of control was the cause of the loss. 28 
C. J. 1145; 1 Perry on Trusts (7th Ed.) 
§ 443; Fid. & Dep. Co. v. Butler, 130 
Ga. 225, 60 S. E. 851, 16 L.R. A. (N. 
S.) 994; In re Wood, 159 Cal. 466, 114 
P. 992, 994, 36 L. R. A. (N. S.) 252; 
McCollister v. Bishop, 78 Minn. 228, 80 
N. W. 1118; Salvay v. Salvay, 4 Russ. 
Ch. 60, reported on appeal to the House 
of Lords under the name of White v. 
Baugh, 3 Clark & F. 44, 9 Bligh N. R. 
181; Forsyth v. Woods, 11 Wall. 485, 
20 L. Ed. 207. 

The effect of the arrangement here 
disclosed is to give the surety a complete 
veto power in the matter of any proposed 
change of a place of deposit no matter 
what circumstances may arise, which is 
incompatible with the guardian’s duty 
to act with promptitude on any emer’ 
gency. 

As to the facts of the instant case, the 
authorities above noted are not all di 
rectly in point, though involving like 
conditions and calling for the application 
of the stated principle which is therein 
fully recognized. ‘The case of In re 
Wood, supra, from the California court, 
is, however, directly in point, and this 
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principle was there applied after a re- 
view of the authorities, with particular 
reference to the Butler Case, supra, 
where, in a well-reasoned opinion, the 
Georgia court reviews all the authorities. 
After a citation of the authorities, the 
court In re Wood, supra, has epitomized 
the reasons underlying the principle as 
follows: “The reasons for the rule stated 
in those decisions are that 
such an arrangement is contrary to pub- 
lic policy, as incompatible with the ab- 
solute control which court and guardian 
should have at all times over the fund in 
order to preserve it, as placing tempta- 
tion in the way of officers of surety com- 
panies in no way under the jurisdiction 
of the court to obtain favors from weak 
banks in return for the bestowal or con- 
tinuance of deposits, as hindering the 
guardian from seeking more favorable 
investments of the funds, and as being, 
in effect, a pledge of the fund to obtain 
the bond required by law.” 

So far as we are informed, the au- 
thorities are unanimous in sustaining this 
principle, and no case to the contrary is 
brought to our attention. 


The exact question here presented is 
one of first impression in this court, 
though we think in a kindred question 
involved in Lee v. Lee, 67 Ala. 406, the 
underlying principle was given recogni- 
tion, where, in speaking of the guardian 
and his duties, the court said: “The 
safety of the funds, and the interest of 
his ward, should be the sole guiding 
principle in the administration of his 
trust. In these functions he should be 
free and untrammeled.” 

Appellee cites Chancellor v. Chancel- 
lor, 177 Ala. 44, 58 So. 423,45 L.R. A. 
(N. S.) 1, Ann. Cas. 1915C, 47, but 
that case in no manner involved the ques- 
tions here considered. The court in that 
case but reiterated the rule stated in 
Perry on Trusts, found in section 443 
(the same section containing the state- 
ment of the principle here invoked), to 
the effect that a trustee may deposit 
money temporarily in some responsible 
bank if he acted in good faith and with 
discretion and the money was deposited 
to a trust account, but he will be liable 
for the money in case of failure of the 
bank if he deposits it to his own credit, 
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and not to the separate account of the 
trust estate. That case involved no ques- 
tion of a surrender by the guardian of 
control over the funds to another. 

We are in accord with the authorities 
in the view that the rule first herein- 
above stated is a salutary one, and adopt 
it here. 

If, for business reasons, as suggested 
by counsel for appellee, some method 
should be considered desirable whereby 
a surety may have some control of a 
trust fund, such method must be pro- 
vided by the legislative department. 

Our conclusion is not in harmony with 
the trial court’s ruling, and the decree 
will be reversed and the cause remanded 
to be proceeded with in accordance with 
the views herein expressed. 

Reversed and remanded. 


DEPOSIT OF CORPORATE 
CHECKS IN OFFICER’S 
INDIVIDUAL AC- 
COUNT 


Ducker v. Latonia Deposit Bank, Court 
of Appeals of Kentucky, 46 
S. W. Rep. (2d) 493 


Where the president of a corporation 
offers for deposit in his individual ac- 
count checks payable to the order of the 
corporation, the bank is put upon notice 
by the form of the checks as to the 
president’s right to make such use of 
them and will be liable to the corporation 
if the president fails to account to it for 
the proceeds; but the bank will not be 
liable if it appears that the money was 
withdrawn by the president and used in 
payment of debts owed by the corpora- 
tion. 


Action by Stuart Ducker, trustee in 
bankruptcy of the Golden Rule Coal 
Company, against the Latonia Deposit 
Bank. From a judgment for defendant, 
plaintiff appeals 

Affirmed. 


OPINION OF THE COURT 
RICHARDSON, J.—The Latonia 


Deposit Bank was organized under the 
laws of this commonwealth, and engaged 
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in a general banking business at Coving- 
ton, Kenton County, Ky., during the 
time the transactions occurred which we 
will presently consider. The Golden 
Rule Coal Company was a domestic cor- 
poration engaged in the coal business in 
the same city. Paul L. Wolnitzek was 
its president and manager in charge of 
its business. 

Prior to December 16, 1926, he re- 
ceived twenty-six checks payable to the 
Golden Rule Coal Company, aggregat- 
ing $2145.51, and on December 20, 
1926, he received three checks payable 
to it, amounting to $1405.88. He car- 
ried these checks to the Latonia Deposit 
Bank, indorsed them, “Golden Rule Coal 
Company,” and directed the Latonia 
Deposit Bank to place them to his in- 
dividual account, which the bank did. 
At that time the Golden Rule Coal Com- 
pany was indebted to Louise C. Wol- 
nitzek, the mother of Paul, in the sum 
of $1963, to the First National Bank of 
Covington $1882, and to Paul L. Wol- 
nitzek $157.50. After placing the pro- 
ceeds of these checks to his individual 
credit, Paul L. Wolnitzek executed and 
delivered to Louise C. Wolnitzek a check 
for the amount of her debt against the 
Golden Rule Coal Company, one to the 
First National Bank for $899.23 as a 
payment on its indebtedness against the 
Golden Rule Coal Company; another to 
himself for $157.50, the amount of his 
debt against the company; and a check 
to the Golden Rule Coal Company for 
the balance of the proceeds of the checks 
which he had deposited to his individual 
credit. Prior to his delivery of the checks 
to the Latonia Deposit Bank, neither he 
nor the Golden Rule Coal Company did 
its banking business with the Latonia De- 
posit Bank. In January, 1927, the 
Golden Rule Coal Company was ad- 
juged a bankrupt, and Stuart Ducker 
was appointed its trustee in bankruptcy. 
As trustee he instituted this action, al- 
leging that the foregoing facts establish 
a violation of section 3720b-19, Ky. 
Statutes (Negotiable Instruments Law), 
and by reason thereof he as trustee is 
entitled to recover of the Latonia De- 
posit Bank the amount of the checks so 
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received and deposited with the appellee, 
which it permitted Paul Wolnitzek to 
handle as we have stated. Judgment 
was entered dismissing his petition. 
Hence this appeal. 

The section of the statute, supra, pro- 
vides that “the signature of any party 
may be made by an agent duly author- 
ized in writing.” 

In Inter-Southern Life Insurance Co. 
v. First National Bank of Hazard, 178 
Ky. 95, 198 S. W. 563, this section was 
given construction and effect that the 
payee of a negotiable instrument is not 
bound by his signature thereto unless it 
be made by himself or by an agent duly 
authorized in writing. This section et- 
fected a radical change in the laws of 
commercial paper recognized and in op- 
eration in this state prior to its enact- 
ment. The language of the section is 
sufficient to include the endorsement of 
a check or any other negotiable instru- 
ment. Commercial Bank v. Arden & 
Fraley, 177 Ky. 520, 197 S. W. 951, L. 
R. A. 1918B, 320; Finley v. Smith, 
Banking Commissioner, 165 Ky. 445, 177 
S. W. 262, L. R. A. 1915F, 777; Ky. 
Title Savings Bank & Trust Co. v. Dun- 
avan, 205 Ky. 801, 266 S. W. 667. The 
statute, supra, and the rule enunciated in 
the cases above, have no application to 
facts in the present case. 

The agreed statement of facts is silent 
relative to the authority of the president 
and general manager of the corporation 
to indorse the checks which he deposited 
in the Latonia Bank to his individual 
credit. The substance instead of the 
form of a transaction must control in its 
interpretation and in determining the 
rights or liabilities of the parties inter- 
ested therein. Green v. Collett, 231 Ky. 
215, 21 S. W. (2d) 252; Reiss v. Win- 
tersmith, 241 Ky. 470, 44 S. W. (2d) 
609. After the checks were placed to 
the individual credit of the president 
and general manager, it appears from 
the agreed statement of facts that the 
corporation received the benefit of the 
deposited checks which were payable to 
it. The fact the checks were payable to 
the corporation and indorsed by it was 
notice to the bank of its ownership of 
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those checks. With such knowledge, if 
it had permitted the president and gen- 
eral manager of the corporation to check 
in his name, and to pay the same out in 
satisfaction of his individual liabilities, 
and thus misappropriate their proceeds, 
the bank would by reason thereof be 
liable to the corporation for such misap- 
propriation. Mitchell v. First National 
Bank, 203 Ky. 770, 263 S. W. 15; Seitz 
Co. v. Bank of Murray, 204 Ky. 115, 
263 S. W. 685; Armour & Co. v. Bank 
of Lynch, 207 Ky. 203, 268 S. W. 1091; 
First National Bank v. Greene .(Ky.) 
114 §. W. 322; Taylor v. Harris’ Adm’r, 
164 Ky. 654, 176 S. W. 168; Farmers’ 
& Traders’ Bank of Shelbyville v. Fidel- 
ity & Deposit Bank of Maryland, 108 
Ky. 384, 56 S. W. 671; First State Bank 
of Monterey v. Vories, 195 Ky. 96, 242 
S. W. 18. 

There was no misappropriation by the 
president and general manager of the 
proceeds of the checks. The corpora- 
tion received the benefit of the amounts 
thereof by the individual checks of the 
president and general manager, payable 
to the creditors of the corporation and 
to the corporation itself. For the bank 
to be liable, the depositing of the checks 
to the individual credit of the president 
and the misappropriation by him there- 
after must both concur. It is the mis- 
appropriation by the agent with knowl- 
edge thereof on the part of the bank, 
which determines its liability. Lincoln 
Court Realty Co. v. First National Bank, 
187 Ky. 288, 219 S. W. 158; Skilman v. 
Miller, 7 Bush, 428; Seitz Co. v. Bank 
of Murray, supra; Armour & Co. v. 
Bank of Lynch, supra. The Golden Rule 
Coal Company received the proceeds of 
the checks payable to, indorsed by, it 
and placed to the credit, and in the name, 
of its president, and whatever may have 
been improper originally on his part was 
rectified by him when the proceeds of 
the checks were paid out for, and to, the 
corporation. It would be unconscionable 
for its trustee to recover on the facts the 
amounts thereof of the bank. Armour 
& Co. v. Lynch, supra; Skilman v. Mil- 
ler, 7 Bush, 428. 

Wherefore the judgment is affirmed. 
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GIFT OF BANK DEPOSIT 


Kelly v. Huplits, Superior Court of 
Pennsylvania, 157 Atl. Rep. 704 


The essential elements which consti- 
tute a valid gift are the intention of the 
donor to make a gift, actual or construc- 
tive delivery, and its acceptance by the 
donee. 

The facts in this case were held to 
show a valid gift of a bank deposit. It 
appeared that the depositor explained to 
the bank that in the event of her death 
she wished her brother to have her sav- 
ings deposit. She then withdrew the de- 
posit and the bank, at her request, issued 
and delivered to her a certificate of de- 
posit stating that she had deposited the 
sum of $640 and making that sum pay- 
able to the order of her brother. She in- 
formed her brother of this transaction 
and of her desire to give him the cer- 
tificate of deposit. He thereupon re- 
quested her to keep it for him. Before 
her death she told a friend that the cer- 
tificate belonged to her brother. Upon 
her death it was held that her brother 
was entitled to the deposit. 


Action by Joseph Kelly against Wil- 
liam H. Huplits, Jr., administrator of the 
estate of Bridget Callahan, deceased. 
From an adverse judgment, defendant 


appeals. Affirmed. 


OPINION OF THE COURT 


BALDRIGE, J.—This is a bill in 
equity praying that the defendant be or- 
dered to deliver to the plaintiff a certain 
certificate of deposit. 

Bridget Callahan died November 9, 
1929, intestate. The deceased had a sav 
ings account in her own name with the 
Overbrook National Bank, amounting to 
$642.54. She was married on the 13th 
of September, 1928. In the early part of 
November, 1929, she was about to give 
birth to a child and she had apprehen- 
sions, that proved well founded, that her 
life was seriously in danger. She had 
not been living on good terms with her 
husband, and she desired, in the event 
of her death, that her husband would not 


receive any of this money in bank and 
expressed the wish that the money should 
be used for payment of her funeral ex- 
penses and the support of her prospcc- 
tive child. She had confidence in her 
brother, Joseph Kelly, the plaintiff, and 
believed that he would fulfill her wishes. 
Mrs. Callahan went to the Overbrook 
National Bank, explained the situation 
to the bank, withdrew her account and, 
at her request, the bank issued and de- 
livered to her a certificate of deposit, 
dated November 2, 1929, certifying that 
she had deposited in the bank $640, and 
made that sum payable to the order of 
Joseph Kelly. She informed the plain- 
tiff of this transaction and of her desire 
to give him the certificate of deposit. He 
thereupon asked her to keep it for him. 
Subsequently, and shortly before her 
death, she told Mrs. Lavery, a friend of 
hers, that the certificate belonged to her 
brother and requested her to take charge 
of it, which she refused to do. 

The only question involved is whether 
or not this was an executed gift. The 
essential elements which constitute a 
valid gift are the intention of the donor 
to make a gift, actual or constructive de- 
livery, and its acceptance by the donee. 
Walsh’s Appeal, 122 Pa. 177, 15 A. 470, 
9 Am. St. Rep. 83, 1 L. R. A. 535; Sul- 
livan v. Hess, 241 Pa. 407, 88 A. 544: 
Kaufmann’s Estate, 281 Pa. 519, 127 A. 
133. The actual changing of the savings 
account in decedent’s name to a certifi- 
cate of deposit, payable to the plaintiff, 
thus depriving herself of all dominion 
and control of the money; her state: 
ments, indicating a clear and unmistak- 
able intention on her part to give this 
money; and the brother’s acceptance, evi- 
denced by statements of the decedent 
that it belonged to him and he had asked 
her to keep it for him—met these legal 
requirements. 

The transfer of the account into the 
certificate was the vital element in this 
transaction. It showed the executed 
purpose to give. The certificate spoke 
for itself; it asserted on its face that the 
plaintiff was the owner of the deposited 
money. The retention of possession of 
the certificate by the decedent was as 





OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC NotTEs 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Morors 
ACCEPTANCE CORPORATION 


OFFICES IN 


PRINCIPAL 


CITIES 


Executive Office ~ BROADWAY at 57TH STREET -- New York City 


CAPITAL AND SURPLUS 


custodian of it for her brother. See 
Gannon v. McGuire, 160 N. Y. 476, 55 
N. E. 7, 73 Am. St. Rep. 694. 

In Leitch v. Diamond National Bank, 
234 Pa. 557, 564, 83 A. 416, 418, the 
court cites, with approval, Thornton on 
Gifts, § 148, which provides: “If the 
language used by the donor is clear and 
unambiguous, showing a clear intent to 
make the gift and a belief on his part 
that he had done all that was necessary 
to complete it, then the act of delivery, 
if slight and ambiguous, will be aided 
thereby, not, however, dispensing with 
an actual delivery; but rendering the gift 
valid where it would be deemed invalid 
if the acts of delivery were uncertain 
or ambiguous.” Nor did the request to 
the decedent to retain the certificate in- 
validate the gift. Such action was not 
irreconcilable with the acceptance of the 
certificate. The plaintiff could have sur- 
rendered possession of the certificate to 
any one whom he chose for safekeeping 


SEVENTY MILLION DOLLARS 


without affecting the legality of the gift. 
The title had passed and the gift was 
perfected and irrevocable. 

In Reese v. Phila. Trust, Safe Deposit 
& Ins. Co., 218 Pa. 150, 67 A. 124, 120 
Am. St. Rep. 880, an elderly woman ac- 
companied by her nephew went to the 
vaults of the trust company and in the 
presence of an officer of the company 
declared her purpose to make a gift of 
the securities to her nephew. The fact 
that the aunt subsequently exercised a 
certain control over the securities was 
treated as an agency in connection there- 
with and did not overcome the plain 
purpose to make a gift. 

We have examined all the authorities 
cited by the appellant and given due 
consideration to his able argument, but 
we are convinced that there was evi- 
dence to sustain the findings of the 
learned chancellor, and concur in his 
conclusions. 

Judgment affirmed. 
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Rebuilding the German Banks 


Measures Taken by the Government to Put the Country’s Private 
Banks on a Sound Basis 


By J. F. Rupow 


HE credit crisis of last July left 
Te German credit machinery and 

its guardians, the big credit and 
deposit banks, in a state that demanded 
first of all a thorough and radical re- 
adjustment of all assets of the latter 
to the new level of prices, if they were 
again to assume their basic role in the 
German economy. For seven months 
no definite indication was forthcoming 
as to the final rate of the particular 
banks. 

Nevertheless, the government during 
this time carried on an economic policy 
that aimed at the rehabilitation of the 
national credit machinery as the funda- 
mental requirement for the regeneration 
of the German economy. In numerous 
conferences with the banks a careful 
study of the ratio of their capital to 
short-term credits and other obligations 
and of the mutual effects of their activ- 
ities was made. The result is a re- 
organization plan which, with the help 
of the Reich, is expected, as far as 
can be foreseen, to avoid future harm- 
ful competition by way of a cautious 
regionalization and rationalization of 
the banks, to restore their liquidity and 
rentability after a comprehensive ad- 
justment of their assets, and to give 
the German credit system the stability 
and elasticity the normal functioning 
of any national economy requires. 

On February 22 last, while in final 
sessions the directors of the particular 
banks were agreeing upon the last main 
details of the reorganization program, 
a decree of the German president was 
published which constituted with its 
but two paragraphs the legal basis 
for the help the Reich, in conjunction 
with the Reichsbank and the Gold 
Discount Bank, is to extend to the 
six German credit and deposit banks 


for their reconstruction. The decree 
follows: 


NuMBER 1 


In consideration of the economic crisis 
the Reich government is herewith authorized 
to apply such measures as are necessary to 
reconstruct banking institutions. The govern- 
ment may for this purpose 

(a) instruct the Reich to participate in 
banking institutions and to make the neces- 
sary payments, or to resell such participations 
previously acquired; 

(b) permit certain deviations from the 
legal requirements of the Commercial Law, 
either for single cases or several of the 
same particular nature; 

(c) give guarantees 
guarantor; 

(d) abrogate existing guarantees entered 
into by the Reich previous to this decree, 
or set the date for the termination of such 
guarantees; 

(e) expend up to RM 250,000,000; 

(f) grant credits up to RM 400,000,000, 


with the Reich as 


NUMBER 2 
This decree becomes law with its an- 
nouncement. The Reich government will 
set the date for the termination of this law. 


The extent to which the Reich is to 
assist the banks has been clearly and 
fully defined in this decree. Under 
section (a) participation in and con- 
trol of private banking concerns by the 
Reich has been legalized. Under (b) 
the Reich is authorized to forego the in- 
come from the note taxes. Sections 
(c) and (d) deal with guarantees of 
the Reich and (e) and (f) limit the 
monetary help of Reich to a fixed 
amount. The temporary nature of 
Number 1 is stated in Number 2. 

The reconstruction program covers 
at present the following six banks: 
Deutsche Bank und Disconto Gesell- 
schaft, Berlin; Dresdner Bank, Dresden; 
Darmstaedter und Nationalbank, Berlin; 
Commerz-und Privat - Bank, Berlin; 
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Barmer Bank Verein, Duesseldorf; All- 
gemeine Deutsche Credit Anstalt, Leip- 
zig. 

Though the above government decree 
was dated February 22, 1932, the re- 
construction program was made retro- 
active as of January 1, 1932. The fol- 
lowing four banks emerge finally from 
the housecleaning process: Deutsche 
Bank und Disconto Gesellschaft, Berlin; 
Dresdner Bank, Dresden — Berlin — 
Duesseldorf, merged with the Darm- 
staedter und Nationalbank; Commerz- 
und Privat-Bank, Berlin—Duesseldorf, 
merged with the Barmer Bank Verein; 
Allgemeine Deutsche Credit Anstalt, 
Leipzig. 

These four credit and deposit banks 
start the year 1932 with a clean slate. 
Losses have been written off. Ample 
reserves and special reserves have been 
provided for. The liquidity of the 
banks is secured through the Reich and 
the Reichsbank. (The Stillhalte agree- 
ment with foreign creditors for short- 
term obligations eliminates any im- 
mediate danger from this side.) The 
capital of the different banks has been 
restored to the right proportion and 
can function again as a_ responsible 
asset for depositors. 


* * * 


A scrutiny of the reports pro 1931 
of these four banks will enable us to 
gain a true picture of the enormity 
of this reconstruction process, and to 
comprehend the difficulties under which 
or in spite of which these German 
banks have managed to withstand the 
storm that overtook them during the 
second half of last year. 

The report pro 1931 of the Dresdner 
Bank states that the Darmstaedter und 
Nationalbank has been absorbed as of 
January 1, 1931. This releases the 
guarantee of the Reich for inland 
creditors, while it continues. in force 
for the foreign creditors of the latter 
institution. The consolidated balance 
sheet shows that losses were mostly 
due to the defaults of debtors and to 
the shrinking in value of securities 


—— 


acquired in many cases for intervening 
purposes. The total loss, inclusive of 
the necessary devaluations, amounts to 
RM 499,000,000, in which the Dresdner 
Bank participates with RM 256,500,000 
and the Darmstaedter Bank with 


RM _ 242,500,000. 
These amounts are offset by: 


Darmstaedter Bank 

Out of RM 60,000,000 com- 
mon stock RM 35,000,000 
had been taken out of the 
market. Capital is reduced 
by this amount 

Rest of RM _ 25,000,000 is 
pooled at 10:3 and nets 
book profit 

Special loss reserve previously 
granted by Reich a fonds 
perdu 

Open reserves 

Still reserves 


35,000,000 
17,500,000 


100,000,000 
60,000,000 
30,000,000 

242,500,000 

Dresdner Bank 

Out of RM 100,000,000 com- 
mon stock RM 33,300,000 
had been taken out of 
market. Capital reduced 
by this amount 

Rest of RM 44,000,000 in 
private hands and RM 
22,700,000 with Reich; 
pooled at 10:3 nets book 
profit of 

RM 300,000,000 7 per cent. 
preferred stock acquired by 
Reich to support bank last 
year are changed into com- 
mon stock without com- 
pensation to Reich and 
pooled 3:2, netting a profit 
of 100,000,000 

Reich turns over to Gold Dis- 
count Bank further RM 
50,000,000 of this pooled 
stock and the Discount 
Bank pays to bank the 
value at 115 per cent. This 
transaction is conditional .. 

Reich turns over further and 
without compensation for 
the benefit of private stock 
holders, stock amounting to 

Out of reserve 

Profit pro 1931 of the com- 
bined banks 


33,300,000 


46,700,000 


50,000,000 


7,500,000 
4,000,000 


15,000,000 


RM 256,500,000 


At the completion of the reconstruc’ 
tion program, the Dresdner Bank, hav- 
ing now fully absorbed the Darm- 
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staedter Bank, will have a capital of 
RM 220,000,000 in common stock, held 
as follows: RM _ 150,000,000 by the 
Reich, RM 50,000,000 by the Gold 
Discount Bank, RM _ 20,000,000 by 
private investors. 

The Reich further places at the 
disposal of the Dresdner Bank RM 90,- 
000,000 in Treasury notes in the form 
of a loan, RM 30,000,000 to provide 
for legal reserve and RM _ 60,000,000 
to provide for a compensation reserve 
against eventual later losses, not yet 
apparent. 

A cautious calculation, at least as 
far as the nature of the available figures 
permits of a searching analysis, shows 
quick assets of RM 650,000,000 against 
RM_ 3,081,000,000 short-term credits 
and acceptances. Included in _ this 
amount are about RM _ 2,280,000,000 
foreign short-term credits. These figures 
represent thus a liquidity of the insti- 
tution of 21 per cent. While this ratio 
is certainly not satisfactory it must not 
be forgotten that the Treasury notes 
of long maturity in the hands of the 
bank are not included. These amount 
to about RM 300,000,000 and may be 
used as collateral at any time. 


THE DEUTSCHE BANK 


The report pro 1931 of the Deutsche 
Bank und Disconto Gesellschaft shows 
that losses, including write-offs on se- 
curities, participations and other assets, 
require a total of RM 275,000,000. 
This amount is balanced as follows: 


Profit pro 1931 amounts to 
of which are carried to 1932 


leaving for adjustment purposes 


From the reserves of RM 160,000,000 are drawn 
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stock to RM _ 72,000,000 which, together 
with the RM 172,000,000 in the hands of 
the bank, brings new capital to RM 144,- 
000,000. 

Reserves have been filled up again to 
RM 25,200,000. 

Of the RM 72,000,000 stock in the hands 
of the bank RM 40,000,000 are to be sold 
temporarily at 115 per cent. to the Gold 
Discount Bank, while the rest of RM 22,- 
000,000 has evidently been placed with 
private investors. 


The bank receives thus out of 
this transaction additional cash capital 
amounting to RM_ 82,200,000. This 
amount, together with cash on hand, 
bank credits and short-term notes, rep- 
resents a total of RM 935,000,000 
quick assets. Against these are shown 
RM 3,378,000,000 short-term indebted- 
ness and own acceptances. This con- 
stitutes a liquidity of 28 per cent., 
which is to be considered a most satis- 
factory one, especially since short-term 
notes on the asset side amount to not 
more than 50 per cent. of the RM 
935,000,000. 


COMMERZ-UND PRIVAT-BANK 


The Commerz-und Privat-Bank states 
in its report pro 1931 that the Barmer 
Bank Verein, Duesseldorf, has been 
absorbed as of January 1, 1931. The 
latter institution does therefore not 
present a separate report. It had a 
capital of RM _ 36,000,000 common 
stock, of which during 1931 RM 23,- 
500,000 had returned into the bank’s 
portfolio. That has been used to 


RM 22,800,000 
1,800,000 

RM 21,000,000 

146,000,000 


Book profit from pooling RM 180,000,000 outstanding common stock at 5:2...108,000,000 


The original capital of the bank amounted 
to RM 285,000,000 common stock. During 
1930 and 1931 RM_ 105,000,000 were 
bought back in the open market. Out of 
these, RM 33,000,000 were used to reduce the 
stock capital to RM 252,000,000, of which 
RM_ 180,000,000 were outstanding and 
pooled 5:2. This reduces the outstanding 


RM 275,000,000 


reduce the capital by the same amount, 
leaving only outstanding RM 12,500,000 
common stock. These are to be ex- 
changed for common stock of the 
Commerz Bank at the ratio 1:1. 

Of the reserves of the Barmer Bank 
Verein an amount of about RM 2,800,- 





556 


000 is made available for the united 
reserve of the Commerz Bank. 

The report states the same reasons 
for the necessity of a thorough recon- 
struction as the other two banks. The 
losses to be written off amount to 
RM_ 106,700,000. 

They are balanced as follows: 


Book profit out of reduction of 
capital of RM 75,000,000 at 
ratio of 10:3 

Drawn from open reserves .... 
leaving RM 6,750,000 

Profit pro 1931 


52,500,000 
40,500,000 


13,700,000 


RM _ 106,700,000 


The original capital of the Commerz 
Bank had been RM 75,000,000. The bank 
had been obliged to take back in the 
market RM 37,200,000 of its own stock 
at par. This packet is being taken over 
by the Reich at par against one-year 
Treasury notes. It is, together with the 
rest of the outstanding stock, RM 37,800,- 
000, subject to pooling at the ratio of 10:3. 


Reduced capital then amounts 
to 22,500,000 

By issuing new capital stock 
amounting to 
which is taken by the Gold 
Discount Bank with RM 45,- 
000,000 and used to exchange 
stock of the Barmer Bank 
Verein 1:1 with RM 12,500,- 
000, total new capital of the 
Commerz Bank amounts to.. 
The Reich grants further for 
the completion of the legal 
reserve 
and for a compensation re- 
serve against later, perhaps 
not yet apparent, losses.... 


57,500,000 


80,000,000 
23,250,000 


16,750,000 


These amounts are not paid over in cash 
but in Treasury notes and are to be repaid. 

The RM 45,000,000 new stock taken up 
by the Gold Discount Bank at 115 per cent. 
gives the bank RM _ $1,750,000 additional 
cash capital, of which the premium with 
RM 6,750,000,000 has been used for thz 
forming of the new reserve capital. 


At this writing, the complete con- 
solidated balance sheet, including the 
figures of the Barmer Bank Verein, is 
not yet available. The balance sheet 
of the Commerz Bank shows that, 
through the help of the Reich, quick 
assets of about RM 450,000,000 against 
quick liabilities of RM _ 1,281,000,000 
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constitute a liquidity of over 30 per 
cent. However the picture will change 
considerably when the figures of the 
Barmer Bank Verein appear on both 
sides. As far as can be ascertained, 
the foreign obligations of the united 
banks will amount. to about RM 300, 
000,000. This figure does not contain 
the RM 84,000,000 long-term notes of 
the Commerz Bank. 


ALLGEMEINE DEUTSCHE CREDIT ANSTALT 


The Allgemeine Deutsche Credit 
Anstalt has been forced into a recon: 
struction by the same conditions and 
reasons as’ prevailed with the other 
three banks. The losses to be adjusted 
amount to RM 25,080,000. 

Available for this purpose are: 


Book profit from pooling re- 
duced capital of RM 18,000,- 
000 at ratios 3:1 

Total of open reserves 

Profit pro 1931 


12,000,000 
11,000,000 
2,080,000 


RM _ 25,080,000 


The original capital of the bank had been 
RM 40,000,000. During 1930 and 1931 
the bank had been obliged to take up 
RM 22,000,000 of its own stock. By this 
amount the capital is now being reduced 
to RM 18,000,000 outstanding. Under the 
pooling agreement at the ratio 3:1 the 
capital shrinks to RM _ 6,000,000. This 
capital is now being increased with RM 13, 
000,000 which the Gold Discount Bank 
takes over, making new capital of RM 19, 
000,000. The Gold Discount pays for the 
RM _ 13,000,000 common stock 115 per cent., 
equal to RM 14,950,000. Of this amount 
RM_ 1,950,000, that is, the premium, is 
to be used as reserve while the Reich con- 
tributes the balance as follows: 


Own reserve 
Treasury notes repayable 


1,950,000 
4,050,000 


Legal reserve RM _ 6,000,000 
The Reich further advances in 
Treasury notes for the form- 
ing of a special compensation 
reserve RM 


10,000,000 

The absence at this time of the 
definite balance sheet does not permit 
of a correct calculation of the liquidity 
of the institution. According to the 
preliminary figures as of December 31, 
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January 1, 1932 CaPITAL RESERVES 


Dresdner Bank RM 220,000,000 RM 30,000,000 


Compensation reserve 
Deutsche Bank und Disconto 
Gesellschaft 
Commerz-und Privat-Bank.... 
Compensation reserves 
Allgemeine Deutsche 
Credit Anstalt 


RM 463,000,000 


January 1, 1931 
Deutsche Bank und Disconto 
Gesellschaft 
Dresdner Bank 
Commerz-und Privat-Bank.... 
Allgemeine Deutsche 
Credit Anstalt 


144,000,000 
80,000,000 


19,000,000 


RM 285,000,000 
100,000,000 
75,000,000 


40,000,000 


60,000,000 RM _ 90,000,000 


25,200,000 
RM 30,000,000 
16,750,000 46,750,000 


6,000,000 





RM _ 167,950,000 


RM _ 160,000,000 
34,000,000 
41,000,000 


11,000,000 


RM 500,000,000 


1931, and omitting the cash payment 

of the Gold Discount Bank, the quick 

assets of about RM 76,000,000 repre- 

sent a ratio of 28 per cent. to quick 

liabilities of about RM _ 262,000,000. 
a | 


The foregoing picture of the recon- 
struction program and its inauguration 
will not suffer any important changes 
when certain details, which are still 
lacking, have been announced. A 
proper classification of the salient points 
of the program should, however, help 
a great deal toward a complete clarifica- 
tion of the picture. 

The four banks present themselves 
in the order of their new capital as 
shown in the table at the top of this 
page. 

This shows that the total capitaliza- 
tion of these four banks has been de- 
creased by 7.4 per cent. and the visible 
reserves have been decreased by 32 
per cent. 


ToTaL OF READJUSTMENTS 


Deutsche Bank und Disconto Gesellschaft 
Written off during 1931 


Dresdner Bank (excluding compensation reserve) 


Commerz-und Privat-Bank 
Compensation reserve additional 


Allgemeine Deutsche Credit Anstalt 
Compensation reserve additional 





RM 246,000,000 


The devaluation of the assets to 
present price levels is the cornerstone 
of the entire reconstruction program, 
which is then further aimed at the 
strengthening of liquidity of the banks 
and the rebuilding of their capital. 
The extent of the devaluation is shown 
in the table at the bottom of this page. 

The purpose of the following table 
is to show clearly to what extent 
the banks have contributed toward 
the above amount by reducing their 
capital out of their holdings of own 
stock and by the dissolution of their 
former reserves. 


CONTRIBUTION OF THE BANKS OUT OF 
Own REsourcEs 


Deutsche Bank und Disconto 
Gesellschaft 

Dresdner Bank 

Commerz-und Privat-Bank. . 

Allgemeine Deutsche Credit 
Anstalt 


RM 291,000,000 
157,300,000 
80,660,000 


25,080,000 
RM 554,040,000 


INCLUDING STILL RESERVES 


RM 275,000,000 
16,000,000 RM 291,000,000 
499,000,000 
RM. 106,700,000 
16,750,000 123,450,000 

RM_ 25,080,000 


10,000,000 35,080,000 


RM 948,530,000 
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The Deutsche Bank has carried out 
its reconstruction at the rate of 100 
per cent. out of its own resources. 

The Dresdner Bank contributed only 
31 per cent. toward its reorganization 
out of own resources: RM 25,000,000 
pooled at 10:3 nets profit of 


RM 
RM 44,000,000 Darmstaedter 
stock pooled 10:3 nets .. 
Combined reserves 
Combined profits 


17,500,000 


30,800,000 
94,000,000 
15,000,000 


RM _ 157,300,000 


The Commerz-und Privat-Bank con- 
tributed 65 per cent. toward its re- 
organization by using the book profit 
out of RM 37,800,000 pooled stock 
26,960,000 


40,000,000 
13,700,000 


at 10:3 with 
Reserves 
Profit pro 1931 


RM_ 80,660,000 
The Allgemeine Deutsche Credit An- 


stalt used 72 per cent. of its own 
resources for the reconstruction. 


The difference between readjustn:. 
actually made and contributions out 
of own resources should then represent 
the extent of the help of the Reich. 


CONTRIBUTIONS OF THE REICH 


In order to present a picture as 
complete as possible, in the two follow- 
ing tables the contributions of the 
Reich have been divided into those 
which constitute a direct lozs to the 
Reich and those which have been made 
as loans. 

The difference is composed of the 
RM_ 20,000,000 appropriated to help 
the bank clerks having become unem- 
ployed through the mergers and the 
amounts given by the Reich for the 


. completion of the ordinary reserves to 


their legally required minimum amounts. 

The conditions attached to the Reich 
contributions as given in the last table 
will have a decisive bearing upon the 
dividends of the assisted banks for some 
time to come for the amounts enumer- 
ated in this table are to be repaid to 


CONTRIBUTIONS OF THE REICH AS MADE A Fonps PERDU 


Pooling of RM 300,000,000 Dresdner Bank stock 


RM_ 100,000,000 


Turned over to Gold Discount Bank in favor of Dresdner Bank, stock of 


of the latter amounting to 


Loss incurred in pooling Dresdner Bank stock held by Reich 
Dresdner Bank stock turned over to Dresdner Bank without competition 
Special loss reserve granted Dresdner Bank by Reich previously 


50,000,000 
12,500,000 
7,500 000 
100,000,000 


270,000,000 


Appropriation for assisting bank clerks having become unemployed 


through bank mergers under present plan 


CoNTRIBUTIONS OF REICH 


Addition to reserve Dresdner Bank 
Compensation reserve tor same 


20,000,000 


290,000,000 
To Be REPAID 


30,000,000 
60,000,000 


Loss through pooling RM 37,200,000 Commerz Bank 


common stock 
Addition to reserve Commerz Bank 
Compensation reserve Commerz Bank 


Addition to reserve Algemeine Deutsche Credit Anstalt 


Compensation reserve for same 


Contributions of the banks 
Contributions of the Reich 


Total of readjustments 


Difference 


26,040,000 
16,750,000 
23,250,000 

4,050,000 


10,000,000 170,090,000 





460,090,000 


RM 554,040,000 
460,090,000 


RM 1,014,130,000 
948,530,000 


RM _ 65,600,000 
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the Reich out of net profits every year; 
15 per cent. before a dividend may be 
paid to stockholders; and after a divi- 
dend of 8 per cent. has been paid to 
stockholders, then 60 per cent. of the 
remaining surplus profit must also go 
to the Reich. 

The assistance given the banks by 
the Reich and the Gold Discount Bank 
covers not only those amounts neces- 
sary for the reconstruction itself but 
also the rebuilding of , their own re- 
sources and their liquidity. The Reich 
has, through the Gold Discount Bank, 
taken over new stock of each of the 
four banks. 

The following table shows the inter- 
est of the Reich and the Gold Discount 
Bank in these banks as stockholders, as 
compared with the participation of 
private capital. At the same time is 
shown the origin of the reserves: 


——. Capital * —_____, 
Gold 

Discount 
Bank Privates 
holds 


50 8694 
7 30 3( 
2 


Reich 
Total holds 
Deutsche Bank RM 144 
Dresdner Bank 220 
Commerz Bank 80 
Credit Anstalt 


*In millions. 


150 
11.16 


* * 


The outstanding fact, as a conse- 
quence of the bank reconstruction, is 
the further extended position of the 
Reich, and indirectly of the Reichsbank, 
as large stockholders in private banking 
institutions. 

In the Dresdner Bank the Reich 
holds the controlling interest by a large 
margin and also a special call on net 
profits as a conditional creditor. In 
this latter role the Reich appears also 
in the Algemeine Deutsche Credit 
Anstalt and the Commerz-und Privat- 
Bank, while the stockholders’ control 
rests with the Reichsbank through the 
Gold Discount Bank. The position the 
latter holds as investor in the Deutsche 
Bank und Disconto Gesellschaft is com- 
paratively negligible because it is only 
temporary. 

What consequences this penetration 


45 23.84 30 
13 6 6 
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of the private economy by state capital 
will have in the future is impossible 
to say today, or even to conjecture. 

Finance Minister Dietrich stated that 
the reconstruction program has for its 
purpose “to give the banks new life 
and to preserve them as a part of 
the German economy without which 
the latter could not exist.” The presi- 
dent of the Reichsbank, Dr. Luther, 
adds, “that the Reichsbank places 
capital at the disposal of the banks is 
certainly nothing usual. To do so the 
Reichsbank has been prompted by the 
following reasons. As a consequence 
of the increase of the bank’s note 
portfolio and of the high rediscount 
rates, the Reichsbank made considerable 
profits during 1931. On the other hand 
the character of the notes in its port- 
folio has declined. Therefore it was 


not advisable to distribute the entire 


c————— Reserve * 
Gold 

Discount 

Reich Bank Privates 

Total holds holds hold 


ZF 2 sit ye ay 


— 


hold 


25° 6.75 
1.95 


3.25 
4.05 


profit but to place the larger portion 
in reserve, and to use this part directly 
for credits. Thus the participation of 
the Reichsbank in the reconstruction 
constitutes a singular form of reserve 
position. The Reichsbank considers its 
position as participant solely as an 
assistance until it has been made obso- 
lete by a sufficient new capital growth.” 
* x # 


The German capital market is, under 
present conditions and especially before 
the disturbing question of reparations 
has been definitely eliminated, by far 
too small and too timid to absorb any 
considerable amount of new offerings 
of bank stock, or any other securities 
for that matter. Since the amount 
necessary for the reconstruction of the 
capital of the banks would have been 
comparatively large, the ordinary money 
market had to be replaced by another 
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one, an unusual one, but the only one 
left. The Reich and the Reichsbank 
with its ample resources had to take 
the place of the open capital market. 

There arises naturally the question 
in what way Reich and Reichsbank, 
the latter through the Deutsche Gold- 
diskontbank (Gold Discount Bank), are 
able to finance their large portion of 
the reconstruction program and what 
eventual effect it will have upon their 
status. 

The Reich has been authorized to 
increase its floating debt through the 
issuance of short-term Treasury notes 
up to the amount of RM 400,000,000 
{see No. 1, (f) of decree of February}. 
Further, the Reich is to forego the 
note tax of the Reichsbank [see No. 1, 
(b) of decree}. This suspension of 
note taxes, otherwise payable by the 
Reichsbank to the Reich, will mean a 
considerable saving for the former and 
will strengthen its cash position con- 
siderably. This tax amounted to about 
RM_ 450,000,000 in 1931. As men- 
tioned above in the statement of the 
Finance Minister the year 1931 was 
an extremely profitable one for the 
Reichsbank, which is expected to show 
a net profit of about RM 200,000,000. 
A large portion of these profits are 
to go to reserves, which in still and 
open form had been accumulated to 
a considerable amount ever since 1924. 
It appears now that such reserves had 
been already working as credits via 
the Gold Discount Bank or direct from 
the Reichsbank as discounts or as 
credits against collaterals. Out of 
these reserves the Reichsbank is to 
pay RM 200,000,000 to the Gold Dis- 
count Bank [see No. 1, (e) of decree}. 
The latter increases its capital from 
RM _ 200,000,000 to RM 400,000,000 


THE BANKERS MAGAZINE 


—— 


by issuing new stock to this amount, 
which goes to the Reichsbank avainst 
the above payment. This enables the 
Gold Discount Bank to take over the 
different issues of new bank stocks 
amounting to about RM _ 175,000,000. 

This payment of the Reichsbank to 
the Gold Discount Bank, however, 
will probably not have to be made 
in cash. Since the reserves of the 
Reichsbank had undoubtedly found 
their way partly to the Discount Bank 
in the form of previous deposits, only 
bookkeeping transactions will be in- 
volved. The same relation exists be 
tween the four banks and the two 
main credit institutions, because the 
banks had previously obtained credits 
from these, which now by way of 
transfer in their books will be changed 
into the banks’ own capital. 

It is evident that, actually, new and 
free capital in considerable amounts 
did not flow into the banks in order 
to satisfy the increasing credit hunger 
of the German industries. In order 
to meet the demand for industrial 
credits, the banks would have to fall 
back upon the Treasury notes, which 
the Reich places at their disposal as com- 
pensation reserves and for other pur: 
poses. By using the Treasury notes as 
collateral against Reichsbank credits, 
the latter then would be compelled to 
increase its note circulation, which 
might easily endanger the German ex’ 
change in face of the declining gold 
reserve. The Reichsbank could only 
respond to such new credit demands 
by decreasing other direct and indirect 
rediscount credits. That means that 
new credits can flow into the German 
economy only in the same measure as 
old debts are being paid off. In other 
words, the economy has to finance itself. 





The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 
and Latin America 


ORLD events have been com- 

\ / paratively calm in recent weeks 
as contrasted with preceding 

months. The fighting between Japan 
and China has been succeeded by nego- 
tiations of a diplomatic character, al- 
though the possibilities of military 
clashes between opposing groups still 
remain. An attempt to bring about a 
customs union among five of the Danu- 
bian states has resulted in failure. The 
Disarmament Conference at Geneva 
proceeds leisurely, with some achieve- 
ments to its credit, although its main ob- 
jective is as yet far from attainment. 
But the tranquil state of affairs just 
mentioned is liable to serious disturbance 
by action on problems that must be met 
soon. With the expiration of the Hoover 
moratorium, at the end of next month, 
fresh action must be taken on war debts 
and reparations, and a decision reached 
as to whether Germany is to be required 
to make further payment on repara- 
tions account, and also what the coun- 
tries indebted to America on war loans 
are to do about future payments. Ger- 
many has flatly announced that she is 
through paying reparations, but the na- 
tions heretofore receiving such payments 
have not accepted the German view. 
France has as clearly indicated that, in 
the absence of reparations receipts, she 
did not intend to resume her debt pay- 
ments to America. But America has not 
accepted the French viewpoint. And 
while in the new British budget no pro- 
vision was made for resumption of pay- 
ments to America, no declaration has 
been made by Great Britain of an inten- 
tion to default on her indebtedness to 
America. The failure of the budget to 
make provision for a resumption of pay- 
ments after July 1 may be explained in 
two ways: first, an extension of the 
Hoover moratorium for another year 


would render such provision unneces- 
sary; second, in case the moratorium is 
not extended, a supplementary budget 
can be proposed. To consider these 
perplexing problems a conference was 
scheduled to meet at Lausanne on June 
16, and on its decisions much of the 
future of European financial tranquillity 
will hang. Conditions in England con- 
tinue to improve, and since the relations 
of British finance to the outside world 
are so extensive, this recovery may be 
interpreted as foreshadowing a tendency 
in the direction of a general improve- 
ment in the world situation. Chile, 
which since last summer has been prac- 
tically off the gold standard, took official 
action on April 19 recognizing this fact. 
Greece also has officially abandoned the 
gold standard. Gold holdings of the 
Bank of France and of The Netherlands 
Bank have now reached such proportions 
as to place the circulating notes of these 
institutions in an exceedingly strong 
position. Revelations in regard to the 
affairs of the Kreuger & Toll concerns 
have been of an unsettling character, dis- 
turbing confidence in many quarters in 
Europe and extending their influence 
across the Atlantic. 


GREAT BRITAIN 


England at present enjoys the distinc- 
tion of being among the few countries 
of the world with a balanced budget. 
At the close of the fiscal year, March 31, 
the figures showed receipts of £851,482,- 
000 and expenditures £851,118,000, a 


surplus of £364,000. The budget for 
the new fiscal year, presented to the 
House of Commons by the Chancellor 
of the Exchequer on April 19, provides 
for expenditures of £766,004,000, and 
estimated receipts £766,800,000, or an 
estimated surplus of £796,000. The 
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THE BRITISH 


OVERSEAS BANK 
LIMITED 


Capital Authorized. . . .£5,000,000 
Issued and Paid-up. . . .£2,000,000 
Reserve Fund........ £225,000 


Through its world-wide connections 
and agencies the Bank is able to offer 
to its clients at home and abroad ex- 
ceptional facilities in foreign exchange 
and in the financing of every form of 
foreign trade, and also to provide up- 
to-date credit reports and information 
as to international business conditions. 
Correspondence invited. ° 


33, GRACECHURCH STREET 
Lombard Court, LONDON, E.C. 3 


Telegraphic Address: *‘Saesrevo, London.” 


Affiliated Institution in Poland : 
Anglo-Polish Bank, Limited, WARSAW 


Chancellor was unable to reduce the 
existing high rate of income taxation, 
and was compelled to impose fresh 
duties on certain imports. He proposed 
a loan of £150,000,000 to be used for 
the stabilization of sterling. 

Unemployment in England is decreas- 
ing, both in comparison with recent 
months and a year ago. 

The new tariff duties, whose effects 
cannot be clearly seen at present, seem 
to be exercising a restraining effect on 
imports. Compared with a year ago, 
while recent foreign trade figures show 
a sharp decline in both imports and ex- 
ports, the imports show much the greater 
decline. Quite lately, there has been a 
decided gain in the export of manufac- 
turers, with textiles leading. But foreign 
sales of coke and coal have declined, due 
to restrictions on imports of this class of 
commodities by countries heretofore tak- 
ing large quantities of them from the 
British market. 

Not the least encouraging feature of 


the situation in England is the growing 
revival of confidence. London has been 
described recently as the one bright spot 
in a gloomy world. As an evidence of 
easier conditions the bank rate was fur- 
ther reduced on April 21, this time to 
3 per cent. 


New Capital Issues 


The striking decline of new capital 
issues is shown in a compilation issued 
by the Midland Bank, Limited. For the 
first three months of this year the total 
was only £26,995,000, compared with 
£45,386,000 for the like period of 1931. 
For the year ending with March 31, the 
total was but £70,275,000, against £212,- 
081,000 for the same period a year ago, 
and £373,404,000 in 1929. 


London Clearing Banks 


Statements of ten London clearing 
banks, giving the average weekly posi- 
tion during March, 1932, show current, 
deposit and other accounts £1,676,416, 
397, compared with £1,763,894,055 for 
the corresponding period of 1931. Be- 
tween the two dates acceptances, en- 

gagements, etc., have declined from 
£121,5 533,706 to £98,717,894. 


FRANCE 


At the beginning of April the total of 
the unemployed receiving relief was above 
300,000, compared with only 50,000 at 
the corresponding date last year. Not- 
withstanding this large increase in the 
unemployed over a year’s period, the 
rise in the number of those out of work 
has been at a declining rate in recent 
weeks. French industries, engaged as 
they so largely are in the production of 
fine manufactures in the class of articles 
known as luxuries, are experiencing 
serious difficulties under present condi- 
tions, due both to the falling off of the 
domestic demand and the decline in ex- 
ports. Farmers are reported to be less 
affected by the depression, and at least 
some of their products have escaped the 
serious fall in prices from which other 
lines of production have suffered. 
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leontiee of the Stockholm Office of the 
SKANDINAVISKA KREDITAKTIEBOLAGET 
BANKERS to the leading Swedish industrial and financial concerns 


For the first quarter of the present 
year imports at $194,000,000 are down 
$178,000,000, compared with last year. 
Exports at $212,000,000 have fallen off 
$124,000,000. The adverse trade bal- 
ance amounts to $82,000,000, against 
$136,000,000 last year. Manufactured 
products make a particularly unfavor- 
able showing. 

About the middle of April previous 
records of the gold coverage of the sight 
liabilities of the Bank of France were 
surpassed, with a ratio of 70.16 per 
cent., or double the legal requirements. 
This situation was due both to a decline 
in circulation and an increase in the gold 
bullion holdings. That the large im- 
portations of gold have not as yet had 
any marked influence in raising prices 
is attributed to the fact that much of the 
infowing metal has disappeared into 
private hoards. As hoarding is now on 
the decline, the early influence of the 
enlarged gold stock on French prices 
will be watched with interest. 


GERMANY 


The trial of strength between Presi- 


=" 
gent 


von Hindenburg and his oppo- 


nent, made on April 10, resulted in a 
decisive victory for the former, as was 
foreshadowed in the earlier contest when 
the president obtained a plurality of the 
votes but not a majority. But the an- 
tagonists of the German president have 
not yet given up hopes of obtaining a 
legislative lead in local elections to be 
held later. 

For this country an event of great im- 
portance will be determined at the Lau- 
sanne conference on reparations. A\l- 
though Germany has announced 
definitely an intention not to make 
further payments on this account, this 
decision has not been accepted by the 
two countries most directly interested 
France and England. 

While signs of recovery in trade and 
industry are lacking, the rise in the 
number of unemployed has been declin- 
ing of late, but the number out of work 
is indicative of the serious situation of 
the country, the number being still in 
excess of 6,000,000. 

German consumption of coal in 1931 
was down to the level of thirty years 
ago, and the coal produced only equaled 
that of 1906. 
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Cable Address: BANxICO MEXICO CITY P. O. Box 98 Bis 
Capital: $100,000,000 Resources: Over $265,000,000 


Mexican Money Mexican Money 


The Mexican Central Bank of Reserve and Rediscount 
The only Bank of Issue in the Republic 


THIS BANK ISSUES 


Foreign Drafts—Travelers Letters of Credit—Commercial Credits to Finance 
Imports and Exports—Mail and Cable Transfers—Certificates for payment of 
Import and Export duties. 

Foreign Exchange bought and sold—Travelers Checks in American and Mexican 
Money—Foreign and Local Collections—Interest Credited on Balances in Ameri- 
ean and European Money. 
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Its Foreign Department cordially invites your correspondence 


TWENTY-SIX BRANCHES AND OVER SIX HUNDRED 
CORRESPONDENTS IN THE REPUBLIC—FOREIGN 
CORRESPONDENTS ALL OVER THE WORLD 


INFORMATION FOR TOURISTS 
The Banco de Mexico maintains a special Department for the convenience of prospec- 
tive visitors to Mexico and Travel Bureaus. Inquiries should be directed to: 
Tourist Department 
Banco de Mexico 
Mexico City, Mexico 
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The corrected figures for Italian 
foreign trade in 1931 show imports 
valued at lire 11,637,893,593, a reduc- 
tion of lire 5,708,730,686 as compared 
to the total for 1930, and exports at lire 
10,036,966,582, a reduction of lire 
2,082,214,749. The unfavorable balance 
for the year stands at lire 1,600,927,016 
as compared to lire 5,227,442,948 in 
1930. The volume of imports stood in 
1931 at 21,224,885 metric tons, a decline 
of 4,260,603 as compared to 1930; the 
volume of exports at 4,200,873 metric 
tons, a decline of only 70,750 tons as 
compared to the previous year. 

It is estimated that, considering the 
new lira parity, the volume of note cir- 
culation of the Bank of Italy is about 
the same as in 1914. This reduction, it 
is claimed, has been achieved without 
restricting credit. How this was done 
is thus explained: 


“The bank of issue has been able to 
accomplish this feat of deflating the cur- 
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rency without curtailing business credit 
by making use of its gold reserves and 
of funds entrusted to its keeping, i. e., 
bank drafts and checks drawn on de- 
posits in current account, and deposits 
made by commercial and savings banks 
and other private corporations, and di- 
rect and indirect Treasury deposits. In 
payment of ‘the gold bills supplied to its 
customers the bank receives notes which 
it holds, withdrawing them from circula- 
tion; likewise, bank drafts or checks rep- 
resent notes which cease to circulate; 
deposits with the bank by the Treasury 
or by private depositors are also made 
by handing in notes which are auto 
matically withdrawn from circulation. 
The result of these three operations is 
that, while the volume of notes repre- 
sented by discounts, advances, renewals, 
credits to the Liquidation Institute and 
sundry other borrowers, increase con- 
siderably, the total note circulation de- 
clines because the volume of notes re- 
turned to the bank for purchases of 
foreign exchange, for bank drafts, or by 
depositors, is still larger.” 
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BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over ... 


$1,400,000.00 


Porto Rico's average yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and Exporters to 
place our facilities at their disposal 
for the efficient handling of their 


transactions with this Island. 


THE NETHERLANDS 


Holland has made a substantial reduc- 
tion of its indebtedness in recent years. 
Between January 1, 1925, and January 
1, 1932, there was a net reduction of 
568,002,000 florins in the national debt. 
Of this reduction 859,299,000 florins 
was made in the debt bearing 5 and 6 
per cent., while there was an increase of 
329,317,000 florins in the debt carrying 
an interest rate from 4 to 4/2 per cent. 
For the purpose of consolidating the 
floating debts the government recently 
authorized a loan of 200,000,000 florins, 
in addition to the 300,000,000 previously 
authorized for conversion purposes. 

Coverage of the Dutch bank notes, in 
gold, was reported at about the middle 
of April to over 91 per cent. Lately the 
Netherlands Bank has been repatriating 
a considerable amount of its gold stock 
held in New York. 


AUSTRIA 


The following interesting views re- 
garding exchange restrictions, and as to 


some measures taken by the Austrian 
National Bank, appeared in the Monthly 
Report of the Wiener Bank-Verein, 
Vienna: 

“Austria is chiefly concerned in main- 
taining the value of her currency, this 
implying, in particular, an improvement 
of her balance of trade. Among the 
regularly recurring items of the balance 
of payments the excess of imports rep- 
resents a heavy burden for this country, 
while, thanks to the circumspection ob- 
served after the war, the current debt 
service keeps within bearable limits and 
could possibly be compensated by the in- 
visible exports. There is now a more 
general consensus than previously that a 
country saddled with a considerable 
foreign indebtedness arising from its 
trade and financial operations, and 
which, moreover, emerged barely ten 
years ago from a destructive period of 
inflation, must be primarily concerned in 
protecting the exchange parity of its cur- 
rency; divergent conclusions, drawn 
from events in England and other coun- 
tries, seem to be no longer advanced. 
The principle of the foreign exchange 
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Backed by an experience of eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 


the Philippine Islands. 


With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 


foreign exporter, merchant, and investor. 


Careful and close attention given to the collection business of foreign banks. 


Inquiries and correspondence invited. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTIIORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 


(ONE U. 
Cable Address: 
BANCO 


S. $=TWO PESOS) 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO . . 
RAFAEL MORENO 


P. J. CAMPOS 

D. GARCIA 

S. FREIXAS . 

J. M. GARCIA 

Vv. J. JIMENEZ 


restrictions being thus admitted, the only 
foundation of the many criticisms to 
which they are being subjected is that 
they should be applied so as to reduce 
the excess of imports instead of main- 
taining or increasing it. There is no get- 
ting away from it—and the figures pub- 
lished below support the assertion—that, 
although the allotment of foreign ex- 
change to importers was kept within 
very narrow limits, the exchange restric- 
tions nevertheless failed to reduce im- 
ports. The compulsory regime causes 
apprehensions regarding the possibility 
of future purchases of commodities, and 
consequently leads to an unusual accu- 
mulation of stocks; such a tendency is, 
besides, encouraged by the overpro- 
duction in foreign countries and the 
consequently low prices, sellers abroad 
being moreover willing to extend long- 
term credits, or to accept payment in 
blocked schilling accounts. Finally, the 
strict maintenance of the exchange par- 
ity removes a restraint on imports that 
would otherwise become operative. On 
the other hand, the prohibitive measures 
introduced in other countries intensify 
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the competition in the export markets, 
no less than the premium resulting from 
the drop of the currencies of the power- 
ful industrial exporting countries. Aus- 
tria cannot compete successfully in that 
field since, for the fundamental reasons 
adduced above, she cannot enjoy the 
benefits of such a premium; this explains 
the sharp decline of Austrian exports. 
While the foreign exchange control may 
fail to achieve the restriction of imports, 
this can still less be expected to be at- 
tained by means of clearing agreements. 
The object of these can only be to bal- 
ance as far as possible the exchange of 
goods with the single parties in order to 
discourage arbitrage operations in schil- 
lings, to secure an eventual excess of ex’ 
ports, and to obtain reasonable terms for 
the settlement of an ultimate adverse 
balance. In the light of past experience 
clearing agreements have apparently been 
disappointing inasmuch as they led to 
increased imports of goods that could be 
dispensed with from countries the trade 
with which left a balance in favor of 
Austria, while necessaries had concur’ 
rently to be imported from other coun: 








Collections on Ecuador—South America 


Many representatives 
following comment: 


“Your Collection Department is thoroughly modern and well 
I will make every effort to in- 
duce my firm to concentrate their collections with your bank.”’ 


adapted to American methods. 


Our Collection Service has been 
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tries. The trading community moreover 
point out that the procedure pertaining 
to the new clearing system is technically 
deficient, and they consequently demand 
that the underlying principles be modi- 
fied: negotiations aiming at a conclusion 
of new clearing agreements were actually 
suspended, and existing agreements are 
to be cancelled. Only the agreement 
concluded with Hungary is described as 
being satisfactory and will therefore be 
continued; a final judgment cannot be 
passed yet on the agreement concluded 
with Yugoslavia. Single encouraging 
features can also be discerned in the 
working of the Austro-Italian clearing 
agreement. 

“The Austrian National Bank has re- 
cently made another interesting tentative 
arrangement. It is promoting individual 
understandings between single groups of 
exporters and importers under which the 
former sell, under the supervision of the 
Central Bank, the proceeds of exports 
sold in a foreign currency to importers 
whose foreign exchange requirements are 
approved as legitimate. The foreign ex- 
change is calculated at the official rates, 
but an additional percentage is charged 
to the importer in consideration of the 
supply of foreign exchange during the 
restrictive control, the exporter thus re- 
ceiving to all intents a premium, The 
plan seems rather ingenious but, the 
mechanism being rather awkward, its 
efliciency is necessarily limited. In the 
last resort, a strict control subjecting all 
imports to special permits could be in- 
troduced, and the Austrian government 
have already notified the diplomatic body 
of their plans in that direction, this in 


order to avoid retaliation against an 
emergency measure. Certain objections 
have already been raised by the trading 
community. It is being pointed out, and 
not without reason, that such a step, 
while it could in no wise eliminate the 
importation of necessaries, would by no 
means promote exports and might even 
tend to reduce same. Attention is there- 
fore centering on new commercial treaties 
with a view to giving effect to the ex- 
portation of Austrian goods on the basis 
of specific reciprocal quotas. Such 
agreements would be vaguely reminiscent 
of the notion of preferential treaties and 
possibly leave room for an inclusion of 
the technique of appropriately modified 
clearing arrangements.” 


JAPAN 


Commodity prices continue down- 
ward. The value of shares on the Tokyo 
stock exchange is also lower, dropping 
i90,000,000 yen in March. Exports of 
merchandise during March amounted to 
101,000,000 yen against 96,100,000 yen 
in the same month last year, while im- 
ports totaled 166,500,000 yen against 
128,000,000 yen in March, 1931. Loans 
totaling 20,000,000 yen are being made 
by the Mitsui and Mitsubishi companies 
to the present administration in Man- 
churia through the Bank of Chosen. Def- 
icit in the working budget for the year 
ending March, 1933, has been reduced to 
68,500,000 yen. While some revision of 
the Japanese tariff is anticipated at the 
next session of the Diet, sometime in 
May, which of the various measures will 
receive consideration is not yet known. 
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CHINA 


Due to the cessation of hostilities the 
financial situation in trading centers 
throughout China is beginning to show 
considerable improvement. Shanghai 
trade has improved, and congestion at 
the port is gradually being cleared. 
Cargo which was diverted during hos- 
tilities is now being brought to Shanghai. 
Building activities are going forward at 
about 80 per cent. of normal in projects 
on which construction had commenced 
prior to the Sino-Japanese conflict, but 
no new projects have started. Native 
banks are not yet functioning on a nor- 
mal basis. The Shanghai stock exchange 
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reopened on April 1; the bond exchange 
is expected to remain closed until the 
Sino-Japanese negotiations are further 
advanced. Shanghai industrial plants, 
especially textile, flour and cigarette fac- 
tories, are resuming operations, but no 
Japanese-owned mills have as yet re- 
opened. Boycott activities appear to be 
weakening in North China but remain 
at their previous vigor in Central and 
South China regions. Japanese shipping 
is being resumed, and the Japanese- 
owned wharves have reopened. Unem- 
ployment is greatly relieved through the 
resumption of building and industrial 
activities. 
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600 Points of Contact | 
with 


Canadian Business 


Aicaces the Dominion, from coast to coast, the Bank 


of Montreal operates through more than 600 branches. 
branches, in conjunction with the Bank’s offices in the United 
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These 


Total Assets 
in Excess o 
$750,000,000 


of valuable information concerning business in Canada, as well 
as unsurpassed facilities for the handling of their transactions 
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Current Conditions in Canada 
ee and even wintry weather 


during the first weeks of spring 
has retarded the seasonal move- 
ment of merchandise, both wholesale and 
retail, and the indices of business have 


not yet pointed upward.” Thus does 
the Bank of Montreal begin its April 22 
Business Summary. It goes on: “The 
opening of navigation on the Lakes and 
the St. Lawrence is, however, taking in 
some of the slack of unemployment, and 
agricultural activities are again coming 
into evidence. There has been a con- 
siderable precipitation of moisture the 
country over, and in the prairie prov- 
inces the season opens with a good crop 
prospect. A full average harvest in that 
important agricultural section would 
everywhere change business for the bet- 
ter. Commodity prices remain unprofit- 
ably low, but the disparity between pro- 
ducers’ and consumers’ prices narrows 
slowly, thereby tending to restore an 
economic equilibrium. The carry-over 


of wheat will not be large, exports of 
the cereal proceeding at a satisfactory 
rate, but there remains enough in store 
to insure good cargoes for shipping. The 
carry-over at July 31 is estimated by the 
Dominion Bureau of Statistics at 103,- 
000,000 bushels, the smallest in four 
years.” 

According to the April Monthly 
Commercial Letter of the Canadian 
Bank of Commerce, Toronto, “the sea- 
sonal upward swing in manufacturing 
which commenced at the first of the year 
has continued in most branches, though 
again, as was the case in January and 
February, at a much slower pace than in 
former years. Thus, while there has 
been a continued rise in the production 
of steel, automobiles, and sundry prod- 
ucts which are always in better demand 
at this time of the year, the improve- 
ment has been so slight as to keep opera- 
tions well below capacity, except in re- 
spect of some footwear factories and tex- 
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tile mills. One of the least favorable 
records is that of construction, for while 
the volume of new contracts increased 
in January and February there was, con- 
trary to the usual trend, a decline in 
March, and taking the three months’ 
figures as a whole the value of new 
work, after allowing for lower building 
costs, is about 40 per cent. less than that 
contracted for in the corresponding part 
of 1931. 

“We find, however, from an analysis 
of world economic conditions during the 
last three months that the upturn in 
Canadian industrial operations has been 
sustained for a longer time than else- 
where, except probably in Great 
Britain.” 


LIVESTOCK 


In a survey of business conditions in 
its April Monthly Letter, the Royal 
Bank of Canada, Montreal, says that 
“livestock on farms are generally in good 
condition, the mild open winter in East- 
ern Canada being of great assistance. 
Less grain feed has been required than 
usual and animals have had more oppor- 
tunity for exercise. Exports of cattle 
to Great Britain have continued in satis- 
factory volume, fortnightly shipments 
being made from Saint John. There has 
been good demand for well-finished 
animals for this trade, but poorly-finished 
stock brings small returns. There has 
also been a keen demand for high grade 
dairy cattle from the United States. 

“Production of creamery butter in 
Canada in 1931 is estimated at over 
227,000,000 pounds, an increase of 41,- 
425,000 pounds over the output in 1930. 
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The 1931 total constitutes a new record 
for the Dominion. Ontario produced 
75,000,000 pounds, an increase of 15 
per cent. as compared with 1930; pro- 
duction in Quebec is placed at 70,000, 
000 pounds. Output in Can- 
ada generally has shown the usual 
seasonal decline during the winter 
months but returns indicate that opera: 
tions have been maintained at a higher 
level than in 1931. 


GOLD PRODUCTION 


“The production of gold in North 
western Quebec during January was the 
highest recorded so far in the history of 
this field. The output was valued at 
$642,382 against $525,783 in December. 
The total output of Ontario's gold mines 
in February was valued at $3,606,966, 
as compared with $3,682,708 in Janu- 
re Other branches of the 
mining industry are not so active and 
low prices have resulted in greatly re- 
stricted operations. The demand for 
coal has been slow and output has been 
reduced accordingly. Equipment and 
supplies are being sent in to the Great 
Bear Lake district and active develop- 
ments of silver and radium bearing de- 
posits are anticipated in this area during 
the present year. Exploration and pros 
pecting work is being pushed forward 
aggressively in many widely separated 
fields and interesting developments are 
expected.” 


FOREIGN TRADE 


“For the fiscal year ending March 
31,” says the Bank of Montreal’s Sum- 
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mary, “Canada’s foreign trade had a 
value of $1,166,546,000, against $1,- 
723,609,000 in the preceding twelve 
months, a decline of 32.3 per cent. A 
significant feature of the figures is the 
restoration of a favorable balance of 
trade, exports in the recently completed 
fiscal year exceeding imports by $8,584,- 
000, while in 1930-31 there was an ex- 
cess of imports of $89,554,000. The 
principal decrease in exports during the 
last twelve months was in wheat $61,- 
680,000, forest products $44,546,000, 
copper $14,901,000, flour $13,978,000, 
motor cars $13,107,000 and nickel $6,- 
137,000. 

“Car loadings continue to decrease, a 
condition reflected in railway earnings, 
but there may be significance in the fact 
that the decrease in loadings of mer- 
chandise in less than carload lots and 
of miscellaneous freight has latterly been 
smaller. From January 1 to April 9 
loadings were 78,110 cars less than in 
1931. 

“Newsprint production of 166,758 
tons in March was 21,350 tons less than 
in the corresponding period last year.” 


COMPLETES FIFTY YEARS OF 
SERVICE WITH BANK 


E. H. Wrerorp, chief manager of the Na- 
tional Bank of Australasia, Limited, Mel- 
bourne, completed fifty years of service with 
the bank on January 25. The anniversary 
was observed at a special meeting of the staff 
and at a dinner given by members of the 
board of directors. 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 








In the twenty years during which Mr. 
reford has been chief manager, the bank 
has shown remarkable growth, partly due to 
amalgamation with the Colonial Bank of 
Australia and the Queensland National Bank, 
and partly to a general expansion of busi- 


E. H. WreForpD 


Chief manager of the National Bank 
of Australasia, Limited, Melbourne. 


ness. The figures given below show the 
growth for the last ten years: 


March, 1921 March, 1931 
Capital paid up... £2,000,000 £5,000,000 
Reserve fund 1,320,000 3,300,000 
Total deposits .... 24,191,531 33,306,077 
Total assets ...... 29,441,972 43,027,837 
Number of branches 227 340 
Number of officers. 1,286 2,053 
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INTERNATIONAL BANKING 
NOTES 


IRECTORS of the Skandinaviska 
Kreditaktiebolaget, Sweden, have 
written off, from the profits of 1931, 
Kr. 4,828,106 on bonds, Kr. 2,744,- 

009 on shares, and Kr. 4,976,091 on debts. 
After writing off the above sums, profit for 
the year amounted to Kr. 11,036,761. To this 
has been added Kr. 2,237,916, making a total 
of Kr. 13,274,677, which has been allocated 
as follows: 


To set aside for taxes........ Kr. 1,000,000 
To dividend of Kr. 15 a share 9,210,000 
"VO: Carry 168 Ward ..<.6/i0505:0.0.0'6: 3,064,677 


Balance sheet of the bank as of December 
31, 1931, showed deposits of Kr. 720,709,891, 
capital of Kr. 87,188,000, reserve fund of 
Kr. 94,812,000 and total resources of 
Kr. 1,020,484,569. 


THE Cunard Steam Ship Company, Limited, 
has issued its annual booklet listing foreign 
government representatives in New York 
City. Representatives are listed alphabetically, 
by countries, and information given includes 
address, office hours and telephone number. 
A copy of the booklet will be sent free on 
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application to C. W. Kenick, general freight 
manager, 25 Broadway, New York City. 


AT the annual meeting on March 18, direc- 
tors of the National Bank of Egypt, Cairo, 
reported profit of £459,718 for the year 1931, 
after deducting directors’ fees and expenses 
from the gross profits. To this has been 
added £237,519 brought forward from the 
last previous account, and the total has been 
allocated as follows: 


To dividend of 4 per cent......... £120,000 
To dividend of 11 per cent....... 330,000 
WG: ‘CORNY FORMING s: 6 :6.-55:0: <6 swine 247,237 


The bank's balance sheet as of December 
31, 1931, showed capital of £3,000,000, re- 
serve funds of a like amount, current, deposit 
and other accounts of £17,151,676 and total 
resources of £30,932,766. 


Net profit of the Central Bank of India, 
Bombay, for 1931, amounted to Rs. 22,61,561, 
including Rs. 5,00,189 brought forward from 
the previous year’s account. The profit has 
been distributed as follows: 


To ad interim dividend........ Rs. 5,04,396 
To bank’s investments in govern- 


ment paper, gilt-edged and 

QERCr SECULIIESs o5cccccccese 3,95,000 
To sinking fund in respect of 

land and buildings.......... 1,50,000 
To provide for income and super 

BE waddle sees atin = eeees 1,00,000 
To reserve and contingency fund 2,00,000 
To final dividend............ 5,04,396 
Te catey 16GWEEEs 03k oc ccsccs 4,07,769 


In regard to its investments, the directors 
state: “The shareholders will observe. from 
the balance sheet the amount of difference 
between the holding value and the present 
market value of terminable government and 
gilt-edged securities. This is due to the con 
tinuous heavy fall in prices of government 
securities which cannot be regarded as perma’ 
nent. It may however be pointed out that 
about 54 per cent. of these securities, viz., 
Rs. 34 crores, are payable by 1935 and 
further about 16 per cent., viz., Rs. one crore, 
by 1940, out of total holding of about Rs. 64 
crores. The present depressed conditions are 
not likely to continue indefinitely and the 
securities are payable at their face value at 
due dates. .. . The rupee and sterling deben- 
tures, preference and other shares of joint 
stock companies and non-terminable rupee 
and sterling gilt-edged securities have been 
brought down to their market values by debit- 
ing the reserve and contingency fund.” 


ProFit of the Mitsui Bank, Limited, Tokyo, 
for the half-year ended December 31, 1931, 
totaled Yen 4,593,742, according to the semi 
annual report to the stockholders. Of this 
amount, Yen 548,000 had been allocated to 
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pension fund, Yen 2,400,000 distributed as 
a dividend and Yen 1,645,742 carried for- 
ward to next account. The bank’s balance 
sheet as of December 31, 1931, showed paid 
up capital of Yen 60,000,000, reserve funds 
of Yen 50,800,000, deposits of Yen 637,443,- 
079 and total resources of Yen 828,291,443. 

In his address to the stockholders, Genye- 
mon Mitsui, president of the bank, analyzed 
conditions in part as follows: 

“As to the conditions in Japan, the export 
was hard hit by the marked decline of sterling 
exchange and by the persistent anti-Japanese 
boycott movement in China. The immobiliza- 
tion of our short-term funds in England as 
well as the increase of our foreign invest- 
ments naturally led to an enormous capital 
outflow, which contributed to strain the 
money market with the result of heavy fall 
in the security prices. The situation thus 
left in acute distress, however, was somewhat 
eased, when the embargo on gold export was 
resumed by the new cabinet in the middle 
of December and simultaneously the com- 
modity market, which had been revealing 
inactivities with depreciation in prices of 
such staple goods as raw silk, cotton yarn, 
etc., also rallied to some extent. 

“The foreign trade during the six months 
resulted in a favorable balance of Yen 5,000,- 
000, bringing the total of export and im- 
port to Yen 1,166,000; taking the year as a 
whole, the total amounted to Yen 2,498,000 
with an excess of import of Yen 139,000,000, 


a decrease of Yen 700,000,000 in the total 
and that of Yen 21,000,000 in the adverse 
balance compared with the last year. This 
shrinkage of the foreign trade is attributable 
not only to the decline in commodity prices, 
but also to the recession in volume of ex- 
port of cotton and silk goods and general 
importations except wool. 

“The money market, which an abnormal 
easiness had characterized the previous term, 
began to turn its trend, the surplus funds 
being gradually diminished by the increase 
in issue of Treasury bills and the transfer of 
savings banks’ funds hitherto deposited with 
city banks to the Government Deposit Bu- 
reau. The drain of gold, accelerated since 
Britain's departure from the gold standard, 
amounted to Yen 404,000,000 for this term, 
thus the gold reserve of the Bank of Japan 
dwindling down to Yen 469,000,000. In 
the meantime, the bank rate was raised twice, 
and the deposit rates were also increased by 
the associated banks, while the call loan rate 
advanced to a level of about 94 per cent. 
p. a. toward the end of the year.” 


NET earnings of the Istituto Italiano di 
Credito Marittimo, Rome, for the year 1931 
were Lire 5,895,700, as compared with 
Lire 5,351,954 for the preceding year. The 
balance brought forward, Lire 6,033,030, was 
applied to offset liabilities incurred during 
previous years, amounting to Lire 9,411,084. 
After deduction of the resulting difference 
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of Lire 3,378,043, the net earnings were 
carried forward. 

Balance sheet of the bank as of December 
31 showed capital of Lire 150,000,000, re- 
serve fund of Lire 10,000,000, current ac- 
counts of Lire 837,843,558 and total re- 
sources of Lire 1,530,762,762. 

The bank, according to the report, achieved 
“during the year 1931 a satisfactory progress 
by enlarging and strengthening the bank's 
organization, notwithstanding the unfavor- 
able conditions which confronted banking ac- 
tivities all over the world. 

“Following the rearrangement of the Banca 
Agricola Italiana, the Istituto was called upon 
by higher banking authorities to take over 
some of the branches of said institution, thus 
establishing new branch offices in Romagna, 
in the cities of Forli’, Ravenna, Rimini and 
Ferrara. 

“In Genoa two new sub-branches were 
opened by taking over the Cassa Generale, 
an old local institution. A new branch was 
also opened at Camogli, near Genoa. 

““A considerable interest was acquired in 
the Banca di Biella, thereby extending the 
range of the Istituto’s activities to that indus- 
trial province.” 


JOHN B. GLENN WITH MEXICAN 
BANK 


Tue National Bank of Mexico has appointed 
John B. Glenn manager of its New York 
agency, which is located at 52 William street. 

This institution was established in 1884, 
with head office in Mexico City. Its present 
capital and surplus is $50,000,000 (Mexican 
currency), and it has thirty-one branches 
throughout the neighboring republic. 

Mr. Glenn's appointment to the responsible 
position is peculiarly fitting, for in addition 
to being widely acquainted in banking and 
commercial circles in the United States he is 
well known abroad and has had the advan- 
tage of sixteen years’ residence in Mexico, 
for five years of this time being a United 


States Consul. He speaks Spanish fluently, 
as well as French, German, Italian and Portu- 
guese. He was formerly manager of the 


Equitable Trust Company of New York at 
Mexico City, and until the recent merger of 
the Chatham Phenix National Bank and 


Joun B. GLENN 


New York Agent, Banco Nacional de 
Mexico (National Bank of Mexico). 


Trust Company with the Manufacturers Trust 
Company was vice-president in charge of the 
foreign department of the former institution. 
He has traveled extensively all over the 
world, particularly in Europe and Latin 
America. His experience and wide acquain- 
tance eminently qualify him for increasing 
the business of his institution with the United 
States and other countries. 





The Oldest Bank in the World 


distinction of being the oldest bank 
in the world, with a continuous 
existence from 1539 up to the present. 
There were banks known before that 
time, but they have passed away, while 
the Bank of Naples survives and has 
yearly grown in strength and in the 
character and extent of its services. 
Admittedly, age is only one of the 
elements of banking solidity, but when 
a bank has existed through nearly four 
centuries, amid all the political, financial 
and industrial upheavals of this long 
period of human history, it must be ac- 
cepted as a striking evidence of strength 
and of capable and conscientious man- 
agement. Such is the unique position of 


Ts the Bank of Naples belongs the 


the Banco di Napoli, as it is known in 
Italy. 

Besides its age, it is worthy of note, 
among the various distinctive features 
that make the Banco di Napoli so inter- 


esting, that it is a distinctive banking in- 
stitution, without stock and without 
stockholders, but with a patrimonial 
capital which, although originally very 
limited, has now reached very imposing 
figures. In fact, since there are no divi- 
dends, the yearly profits made by the 
Banco di Napoli are allocated, the largest 
share to. increase its capital and sur- 
plus and another share to the em- 
ployes’ pension fund, which has now 
reached the substantial sum of 61,000,- 
000 lire. Additional profits are used for 
various beneficent and welfare purposes. 

The Banco di Napoli can be said to 
be the offspring of eight banks which 
arose spontaneously in the City of 
Naples, in the Sixteenth Century, as an 
expression of the benevolent spirit of its 
citizenry. 

The first of these banks, and hence the 
oldest, was the Banco or Monte di Pieta, 
which was founded in 1539, when the 


Direction General, Naples. 
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people were Keavily oppressed by usury, 
notwithstanding all the bans edicted 
to suppress it, including expulsion and 
other very severe penalties, by the Vice- 
Kings of Spain, under whose domina- 
tion the Vice-Realm of Naples was at 
that time. 

Moved by the desire to free the people 
from the evil of usury, some Neapolitan 
gentlemen thought that the best means 
to that end, more efficacious than any 
edict, would be to give the people the 
opportunity to secure loans on reason- 
able terms, without the necessity of ap- 
plying to the usurers. With their own 
money, or with funds gathered from pub- 
lic charity, they founded a Pio Istituto 
(Pious Institute), which they named 
Monte della Pieta (Mountain of Piety), 
the purpose of which was to grant 
against pawns, small gratuitous loans up 
to a certain sum (10 ducats) and larger 
amounts at a slight interest. 

Feeling the necessity to co-operate 
with the Monte di Pieta in its diffused 
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Lobby of the Naples branch. 


and extended charitable endeavors, and 
acting upon the aim to attain other char- 
itable and pious goals, such as the free- 
ing of persons imprisoned for debts, lib- 
eration of slaves, endowment of poor 
maidens, assistance to hospitals and to 
colleges, etc., within a few years seven 
other similar institutions followed the 
course set by the Monte di Pieta. 

Surrounded and supported by the 
largest favor and by the most enlight- 
ened confidence, the ancient Banchi had 
a prosperous and sound life up to the 
end of the Seventeenth Century, when 
the capital assigned only to gratuitous 
loans amounted to 700,000 ducats (about 
3,000,000 lire), the deposits to about 
100,000,000 lire and the real estate 
owned by them was valued at about 60, 
000,000 lire, which was considered an 
enormous sum. 

They were then at their zenith, but 
soon after their decline ensued through 
no inherent fault but because of over- 
whelming political vicissitudes, caused by 
the Bourbons who, to finance their wars, 
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helped themselves generously to the de- 
posits in the coffers of the Banchi. 

The efforts of the succeeding Parteno- 
pean Republic and of the Bourbons 
themselves to remedy such a situation 
were vain. Accordingly the various 
Banchi were merged and the individual 
establishments were declared to be 
branches of one single institution, the 
Banco Nazionale di Napoli. 

This new bank, following various 
vicissitudes both under the Bourbons’ 
government and the succeeding French 
government of 1805, was divided into a 
Banco or Cassa di Corte (Court's Bank), 
for the state services, and a Banco or 
Cassa dei Privati for the accommodation 
of the public. 

As a result of the merger of various 
smaller banks, the Banco Nazionale di 
Napoli became a large institution and 
for practical reasons it was later found 
expedient to divide it in two parts, one 
of which operated in the continent 
under the name of Banco Regio di 


Napoli. 


The Banco Regio di Napoli, having 
thus attained new autonomy and having 
more efficient management, became, fol- 
lowing the unification of Italy, the 
present Banco di Napoli. 
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THE SAVINGS DEPARTMENT OF THE 
BANCO DI NAPOLI 


On November 7, 1860, the first King 
of United Italy, H. M. Victor Emanuel 
II, made his triumphant entry into 
Naples, formerly the capital city of the 
Kingdom of the Two Sicilies. On the 
fourteenth of the same month he ad- 
dressed a letter to H. E. Farini, Lieuten- 
ant General of the Neapolitan provinces, 
stating that he felt a deep anxiety in 
learning how little care had been given 
to the institutes of popular education, 
and placing the sum of 200,000 lire from 
his private funds at the disposal of H. 
E. Farini to be used for the “benefit of 
mind and soul.” 

Five days later, on November 19, 
Lieutenant General Farini issued a de- 
cree establishing a savings bank, assign- 
ing it an initial sum of lire 80,000 from 
the gift of the Sovereign, to cover the 
first expenditures and furnish a working 
capital. 

The new institution did not begin to 
operate until two years later, and then 
under the name of Cassa di Risparmio 
Vittorio Emanuele. 

Subsequently this Cassa di Risparmio 
Vittorio Emanuele was merged with the 


Branch at Reggio, Calabria. 
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Banco di Napoli and still later was re- 
organized and rendered independent al- 
though annexed to the Banco di Napoli, 
under the name of Cassa di Risparmio 
del Banco di-Napoli (Savings Afhliation 
of Bank of Naples) and ruled by the 
provisions governing the savings banks. 
Later on this savings bank became a 
department of the Banco di Napoli. 


BANK OF ISSUE 


After the unification of Italy the 
Banco di Napoli, with the opening of 
various important branches, constituted 
a noteworthy factor in the economic life 
of the new nation, although there was 
nothing exceptional in its activities 
until it was granted the privilege, with 
other banks, to issue bank notes. In 
1893 the right of issuance was with- 
drawn from certain banks and centered 
in only three, that is, the Banca d'Italia, 
the Banco di Napoli and the Banco di 
Sicilia. 

For many years the Banco di Napoli 
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was the absolute regulator of the eco 
nomic life of Southern Italy, while at 
the same time it played an important 
part in the national life. 

The two wars waged by Italy in 
Tripolitania and then the World War 
found the Banco di Napoli so sound and 
efficient, both in resistance and in 
capacity of meeting the nation’s needs, 
that it never felt the necessity of avail- 
ing itself of moratoria privileges; in par- 
ticular during the long and bitter conflict 
of the World War, the Banco di Napoli 
as a bank of issue admirably sustained 
the formidable strain imposed upon it. 

Besides the functions briefly referred 
to above, the importance of which in the 
economic life of the nation can hardly 
be estimated, the Banco di Napoli re- 
ceived from the Italian government 
various powers, foremost among them 
being the authorization, by the law of 
February 1, 1901, to gather, safeguard 
and transmit to the mother country 
emigrants’ savings. In order to have 
some idea of the importance of this 


Branch at Caserta. 
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Torino branch. 


branch of activity, it is sufficient to con- 
sider the part that the remittances from 
abroad play in the country’s commercial 
balance. 

The beginning of the new period, in 
1928, thus found the institution in 
possession of a financial patrimony of 
over 1,300,000,000 lire and of a moral 
patrimony practically unlimited. 


THE BANCO DI NAPOLI UNDER THE 
FASCIST GOVERNMENT 


Every institution and every function 
has its raison d'etre in relation to the 


historical + period—politically, socially 
and economically—in which it develops. 
With the advent of Fascism and with 
the radical renovation thus brought 
about in every phase of the national life, 
the economical, financial and banking 
fields could not remain unchanged, and 
in fact it was thought advisable to place 
in a single institution the vital function 
of issuing bank notes and of their cir- 


culation, hinges on which rotates the 
new financial policy of the Fascist gov- 
ernment for the recovery and the con- 
solidation of the country’s finances. 

By a decree of May 6, 1926, there- 
fore, the issuance of bank notes was 
placed solely in the hands of the Banca 
d'Italia, thus depriving the Banco di 
Napoli of a privilege which it had en- 
joyed for a great many years and with 
admirable results. By Royal Decree of 
July 23, 1926, some important changes 
were ordered for the Banco di Napoli, 
which was defined as a credit establish- 
ment of public right, having its own 
juridical entity and autonomous func- 
tions. Thus the Banco di Napoli en- 
tered a new period of its long life with 
its tradition of austerity, an unlimited 
confidence in its solid foundations, and 
the power of its imposing patrimonial 
capital, which was recently defined by 
the Minister of Finance, H. E. Mosconi, 
as the largest capital among those of all 
the Italian banking institutions. 
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Sassari branch. 


It was necessary, however, to reform 
the great organization in order to render 
it responsive to its new mission, avoid- 
ing at the same time the dangers con- 
nected with the breaking of the ties that 
heretofore held the Banco di Napoli in 
the iron grip of the law governing banks 
of issue. And to this purpose the provi- 
sions of the National Government were 
efficient and timely. 

NEW FUNCTIONS OF THE BANK 

The transition was marked by an ex- 
traordinary administration formed by a 
Royal Commissary and two Vice-Com- 
missaries, a temporary arrangement last- 
ing from September 21, 1926, to July 
10, 1927, when the Hon. Giuseppe 
Frignani, then under-Secretary of Fi- 
nance, took the reins of the institution. 
The Hon. Frignani, of young intellectual 
vigor, solid culture and a live Fascist 
faith, and proud of being a mutilated 
veteran of the war, is endowed with a 
deep knowledge of the economic prob- 


lems of the nation and particularly of 
the Banco di Napoli, which had been 
under his supervision. 

In the meantime the new statute of 
the Banco di Napoli had already been 
approved and through it the bank was 
constituted as a complex entity, which 
besides the banking field, united as 
special sections connected with the cen- 
tral organization, but with distinct places 
in administration, the savings depart: 
ment (Casse di Risparmio), land mort- 
gage loans department (Credito 
Agrario) the building loan department 
(Credito Fondiaro), and the Emigrants’ 
Remittances service. 

By virtue of article 50 of the statute 
the new general director assumed also 
the functions of the board of directors, 
up to the time when such board of 
directors would be appointed. The Hon. 
Frignani, therefore, alone assumed the 
heavy burden of the reorganization of 
the institution following instructions re- 
ceived from H. E. Mussolini. 

With admirable foresight and happy 
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intuition, the Hon. Frignani went to 
work with a clear vision that the Banco di 
Napoli, an institution of credit, of pub- 
lic right and of national character, would 
assert itself as a great unit of economic 
assistance and ‘propulsion in the south- 
ern part of Italy which was prevailingly 
agricultural, and could not follow any 
existing type of plain banking institu- 
tion, but should have a constitution of 
its own to answer the requirements of 
its complex functions. 

In the innovation brought about by 
the establishment of Land Credit Banks 
is seen in practice the economic policy 
of the National Government, a_ policy 
of fostering agricultural productiveness, 
with the intent of eventually rendering 
Italy independent. 

To better meet the requirements, the 
Banco di Napoli was at this time fully 
reorganized and reformed, beginning 
from the central office, which was de- 
centralized; the branches, likewise, were 
reorganized on a new and modern plan, 
with new systems and new personnel, 


and several new agencies were opened 
in Southern Italy. 
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In July, 1926, the Banco di Napoli 
had seventy-five branches, which con- 
stituted a network considered sufficient 
for the former bank of issue. Now it 
has not less than 165 ramifications, in- 
cluding both branches and agencies. 

In addition to the agencies located in 
the United States, the Banco di Napoli 
has two other afhliations, the Banco di 
Napoli Trust Company of New York, 
and the Banco di Napoli Trust Com- 
pany of Chicago. 

Rather than indulge in lengthy and 
tiresome descriptions of the work per- 
formed by the Banco di Napoli and of 
the great progress made in every branch 
of endeavor since the beginning of the 
latest period of its long and complicated 
career, it is perhaps more advisable to 
compare the figures of two of its state- 
ments, which speak by themselves clearly 
and unmistakably. 

At the first meeting of the new Board 
of Administration, which took place on 
March 27, 1929, the Hon. Frignani pre- 
sented a complete report concerning the 
transition of the institution and its busi- 
ness transacted during the year 1927 
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and 1928, showing very satisfactory and 
encouraging results. 

The statement of condition as of 
October 31, 1931, presents very impos- 
ing figures, with a capital and surplus 
of lire 1,372,674,047.94; deposits, lire 
1,807,888,786.23, and total assets, lire 
9,222,689,703.57. 
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The Bank of Naples, under the wise 
guidance of Director General Giuseppe 
Frignani, while mindful of its ancient 
character, has not failed to adapt its 
activities to the changing needs of the 
times, and thus has become in fact “a 
formidable instrument for the develop- 
ment of Italian economy.” 


Bankers Favor Prohibition Repeal 


ANKERS of the United States 
Be« repeal of the Eighteenth 
Amendment by a ratio of almost 
two to: one, according to returns from 
the poll being conducted by the Literary 
Digest. Of the 77,860 ballots returned 
to the Digest by bankers, 26,608 were 
for continuance and 51,252 were for re- 
peal. Even with these figures, the bank- 
ers were next to the clergy in “dryness” 
among the professional groups. Lawyers 
were “wettest” with physicians a close 
second. 
The bankers’ poll by states is given 
below: 


Con- For 
States tinuance Repeal Total 


Alabama 357 297 654 
Arizona 23 60 83 
BS ee eee 364 310 674 
California 527 1,288 1,815 
Colorado ii 4 375 547 
Conmecticut ....6.+.. 1,304 3,879 5,183 
Delaware 72 118 
Dist. of Columbia..... 15 74 89 
Florida 463 628 
Georgia 425 766 
Idaho 191 251 
Illinois 3,014 4,193 
Indiana 2,870 4,522 
lowa 1,227 2,033 
Kansas 901 2,090 
Kentucky 843 1,644 
Louisiana 695 879 
Maine 494 787 
Maryland 870 1,239 
Massachusetts 1,090 1,647 
Michigan 1,667 2,300 
Minnesota 1,764 2,488 
Mississippi 571 
Missouri 2,402 
Montana 3 473 
Nebraska 1,246 
Nevada 61 
New Hampshire 296 
New Jersey 2,657 
New Mexico 98 
New York 7.351 

1,311 


North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 


Tennessee 


Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

State Unknown 


548 
75 
2,820 
172 
306 





PPOMUIS. :Sscxeicicneieielewts 26,608 51,252 77,860 


In the bankers’ poll, five states showed 
an outright dry majority, while the other 
forty-three states and the District of Co- 


lumbia favored repeal. Four _ states 
showed a sentiment of more than four to 
one for repeal, while the bankers of 
Nevada voted more than eleven to one 
for repeal 

Expressed in percentages, 34.17 per 
cent. of the bankers favor continuance 
of the Eighteenth Amendment while 
65.83 per cent. favor repeal. In 1930, 
the poll conducted by the Digest showed 
41.50 per cent. of the bankers for en- 
forcement, so that the 1932 figures show 
a decline in dry sentiment among the 
bankers of 7 per cent. 

The five states in which bankers fa- 
vored continuance of the Eighteenth 
Amendment are Alabama, Arkansas, 
Kansas, North Carolina and Tennessee. 
Tennessee presented the greatest dry ma- 
jority, but the bankers of Kansas showed 
themselves to be dryer than the Kansans 
themselves. 





The Proposed Unification of Banking 


Objections of American Bankers Association—Other Views 


mercial banks of the United States 

under Federal control has aroused 
serious opposition by the American 
Bankers Association. In a report dis- 
cussing its belief in the present plan by 
which banks are chartered by both state 
and national governments independently, 
the Economic Policy Commission of the 
Association says: 


To proposal to bring all the com- 


“We are strongly opposed to any at- 
tempt to destroy the dual banking sys- 
tem. Both state and national systems 
should be strengthened, not pitted 
against each other. We refer in this 
connection to the branch banking pro- 
vision in the Glass bill and believe it 
should be vigorously opposed by this as- 
sociation. 

“Justification for this opposition does 
not rest on questions of bank policy 
alone. It rests squarely on a basis of 
public social welfare. To place all our 
banking facilities under the control of 
the central government would be to set 
up a potentially dangerous degree of 
political domination over the nation’s 
economic life. The possible lengths to 
which this domination might conceivably 
be carried by partisan motives or par- 
ticular schools of thought in control at 
Washington should give serious pause to 
any plans for a single banking system. 

“The political system of social or- 
ganization of this country divides po- 
litical authority between state and na- 
tional governments and this is our 
people’s greatest guarantee and protec- 
tion of individual liberty. It creates a 
system of checks and balances and a 
division of authority that prevent gov- 
ernment from becoming too powerful. 
To bring our financial machinery wholly 
under Federal Government jurisdiction 
would not only be an invasion of the 
tights of the states to set up and super- 
vise their own financial institutions. It 
would also destroy, in respect to bank- 


ing, the checks and balances against 
autocratic or political policies that are 
provided by the present dual banking 
system, which preserves to our citizens 
the effective power of protest against op- 
pressive policies by virtue of the fact 
that they can choose the type of govern- 
ment auspices under which to carry on 
their banking activities.” 


NEBRASKA BANK COMMIS- 
SIONER OPPOSED 


By Gro. W. Woops 


Bank Commissioner State of Nebraska 


I am not convinced of the wisdom or 
desirability of consolidating state bank- 
ing systems into a single Federal system. 
This, coupled with branch banking, 
which seems to be a corollary of the 
proposal, contemplates entirely too much 
centralized control of banking and credit, 
and I think it would be too big a price 
to pay for the uniformity and stability 
its proponents claim for it. Such sys- 
tem, if it were to be successful, would, 
in its operations, need to be highly efh- 
cient, highly scrupulous, eminently fair 
and just to all sections of the country 
and dominated by men of big vision and 
possessed of the keenest sense of loyalty 
to their trusts. 

To curtail or prevent domination of 
the system by private, selfish and un- 
scrupulous interests it would have to be 
politically controlled and political con- 
trol seldom results in the selection of the 
ablest and best men for the highest 
positions. 

The present demand for this extreme 
and drastic change in our banking grows 
out of the large number of bank failures 
during the last ten years. This, how- 
ever, can be corrected in other ways. The 
states particularly have erred in the past 
in chartering too many banks and in 
giving them slack and inefficient super- 
vision. When the gravity of the prob- 
lem is more widely appreciated, as it is 
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now coming to be, the states can readily 
correct their past errors by limiting 
charters to those communities econom- 
ically able to support banks and then 
further safeguarding their operation by 
requiring ample capital structures and 
adequate supervision. 

Politically, socially and as a matter of 
citizenship, independent banks locally 
owned and locally managed seem to me 
preferable to a limited number of over- 
sized institutions centralized in a few 
cities with numerous branches through- 
out the country, presided over by em- 
ployes and clerks vested with no dis- 
cretion or authority as to making loans. 


THE CONSTITUTIONAL POWER 
OF CONGRESS TO ENFORCE 
A SINGLE SYSTEM OF 
COMMERCIAL 
BANKING 


By CHarLes W. COoLLins 
Former Deputy Comptroller of the Currency 


In an opinion to the Committee of 
Banking and Currency of the United 
States Senate, Charles W. Collins, for- 
mer deputy comptroller of the currency, 
fully discusses the power of Congress in 
the premises. His conclusions are thus 
stated: 


“T am of the opinion that Congress 
clearly is possessed of the constitutional 
power, supported by legislative and 
judicial precedents firmly established, to 
proceed by direct action to remove the 
state banks from the field of commercial 
banking. This power is inherent in the 
power to establish and maintain the na- 
tional banking system and the Federal 
Reserve System. The question of law 
does not present an obstacle. What 
remedy to adopt is a practical question 
of congressional policy. 

“If Congress sees fit it may lawfully 
use one or more of the following methods 


of producing a single standard of com- 
mercial banking under Federal control: 

“1. It may place a prohibitive tax 
upon (a) checks drawn in one state upon 
a state bank in another state. That is to 
say, state bank checks moving in inter 
state commerce; (b) other means of the 
transfer of funds through state banks 
from one state to another. 

“2. The denial of the facilities of 
interstate and foreign commerce to state 
banks and trust companies, such as (a) 
telephone, (b) telegraph, (c) railroads, 
(d) aeroplanes, (e) steamships. 

“3. The denial of the use of the 
mails in connection with transactions in 
interstate commerce. 

“The fact that the above procedure 
would be drastic is of no consequence, 
since its purpose would be to transform 
a system of banking which has come into 
harmful competition with the banking 
instrumentalities created by Congress. 
Such a policy by Congress would be 
nothing more in principle than a repeti- 
tion of the tax act of 1866 and for the 
same purpose.” 


THE UNIT SYSTEM 


By MELvIN A. TRAYLOR 
President First National Bank of Chicago 


I believe in the independent unit 
system of banking which this country 
has always enjoyed. I believe the thing 
we have to fear most of all is the extent 
to which, in supposed emergencies, we 


modify that system. My conviction is 
that if we were to nationalize—which 
politically I think is impossible—our 
banking structure, that the extension of 
branch banking would be inevitable and 
that the inevitable development of that 
system would be, perhaps not in our 
lifetime, but in due course, a very small 
number of large units which would con- 
trol completely the credit facilities of this 
country, which I think would he ex: 
tremely unfortunate. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


MAY, 1932 


“BACK TO GOOD TIMES” 


Bank of America Starts a Huge Campaign to 
Restore California’s Prosperity 


LL types of advertising 
A -newspaper, radio, car 
cards, lobby displays, 
bill boards and direct mail— 
are being used by the Bank 
of America National Trust 
and Savings Association of 
California, in a huge adver- 
tising campaign begun last 
month as a “Back to Good 
Times” movement. All over 
California, citizens are being 
urged to “Put Your Dollars 
to Work,” and to “Put Idle 
Dollars to Work for Cali- 
fornia”; are being told that 
“California Can Lead the 
Nation to Sound Prosperity.” 
The campaign was ofh- 
cially launched on March 26 
when A. P. Giannini, chair- 
man of the board of Bank of 
America, spoke in person 
over the radio. His inter- 
view was followed by an ad- 
dress in behalf of the move- 
ment by Governor James 
Rolph, Jr. 

Then large newspaper ad- 
vertisements appeared in 
more than 300 California 
newspapers, announcing the 
inauguration of the move- 
ment and urging readers to 
“Speed up the Wheels of 
California Industry.” About 
the middle of April, large, 
brilliantly colored posters ap- 
peared on bill boards through- 
out the state. City and in- 


terurban street cars and buses 
carried smaller replicas of 
posters, and every one of the 
410 branches of the bank 
displayed copies. A slightly 
different poster, also devel- 
oped in full color, is being 


used as a lobby display in 
each branch. 

The full campaign consists 
of a weekly schedule in more 
than 300 California news- 
papers; a state-wide radio 
broadcast each week, pre- 
senting prominent speakers; 
outdoor posters; street car 
cards; folders; letters; and 
lobby displays by the 410 


SPEED UP THE WHEELS.-OF CALIFORNIA INDUSTRY 


PAE 


Bank: of America inaugurates a 


“BACK TO GOOD 
, TIMES” MOVEMENT 


for California! 


Californians have the money, the natural resources and the physical 
and mental ability necessary to speed up the wheels of statewide indus- 


try to their full capacity . . 


Because of this fact, two hundred and eight 


Bank of America’s 
“SACK TO GOOD Times” 
Program 
Saturdays, 8:15 to 8:45 rm» 
KGO—KFI 


tn the interest of speeding wp industry and increasing employment, the Bank of America « devoting ots regular edvertising budget te this compeign 


The first of the newspaper advertisements published by 
the Bank of America of California in connection with its 


“Back to Good Times” 


thousand officers, directors, employes and stockholders of Bank. of 
America have enlisted in a statewide movement for an early return to 
better times throughout California—and the nation. Every citizen of 
this great state is invited to co-operate in this constructive statewide 
effort toward the restoration of a sound prosperity . . . Every inactive 
dollar banked today will release from 5 to 10 dollars worth of useful 
credit, help to stimulate all lines of business and create gainful work 
for everyone . Open a “Prosperity Account” today—in this bank or 
in any other bank . . . Resume sensible buying habits. Help industry 
and industry will help you! Let's renew our faith in our great nation 
and in ourselves. Let's drop all our baseless fears and behave like 
normal, grown-up citizens . . Complete and speedy business recovery 
ny depends upon the action of each indi- 

|| vidual . . Let's not passively wait for 

SIGNS OF | some good fortune to come to us. We 
! BETTER TIMES © can create our own prosperity with our 


|] Own money WERE AND Now! . . Every 
im |] dollar banked, or judiciously invested, 
|] or expended at the present moment, is 
a forward step toward better times. 
Join Bank of America’s statewide 
|] movement for a prosperous Calif- 
|f orma! Let's make our country's whitest 
re spot 100% white, and perhaps lead 
dollars | the whole nation back to good times. 
Open a. . 
“California Prosperity Account” 





BANK of AMERICA 
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advertising campaign. 
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k of America’ > 


“BACK TO GOOD 
TIMES” MOVEMENT 


SIGNS OF 
BETTER TIMES 


For the first time in six 
months, both payrolls and 
average weekly earnings 
ponte vagesores igh the 
jing month. (Busi- 
nese Review, M March 15.) 


Reliable statistics show 

thar per cent of the 

farmers and fruit growers 

of California made money 
ing the past year. 


During January 1932, 16 
cent of the 64 leadi: 

Eelifornia cities supanted 
building permits in excess 
of January 1931. 

Despite worldwide bu:i- 
ness adjustment, the value 
ef California's manufac. 
tured products during 
1931 exceeded 3 billion 
dollar: 


Tune in 
SATURDAYS 
8:15 to 8:45 P.M. 
KGO—KFI 


“BACK TO GOOD TIMES” 


with Bank of America 





Join in this constructive statewide effort to revive the 
world-famous California spirit of initiative and enterprise 
and lead the nation back to normal conditions . . . Enlist 
your surplus dollars in Bank of America’s timely move- 
ment for the quick return to a sound prosperity . . . Put 
your .inactive funds to work immediately through the 
time-tested banks of your state . . . Every dollar deposited 
in these institutions releases from 5 to 10 dollars in credit 
for general business purposes . . . The only money that 
benefits the individual or the community is ACTIVE MONEY 
—the money that finances industry, that builds, develops 
and provides jobs for everybody. . . For example—just one 
extra dollar a day deposited by Bank of America’s hun- 
dreds of thousands of depositors for the next ninety days, 
would release A HALF BILLION IN CREDIT! . . Immediate 
wholehearted co-operation with the banks of this state will 
give a powerful impetus to every line of industry . . . Put 
your money safely and constructively to work where it 
will earn interest for you and help bring back good times. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


fn the intorert of speeding up industry ond increcsing empleyment, the Bonk of America is devoting its regular advertising budget to this compeign 


Another of the “Back to 


Good Times” 


advertisements. 


Note the appeal to the pride of Californians in their state. 


Bank of America branches in 
243 California communities. 

The first of the newspaper 
advertisements, reproduced 
on page 585, was run 4 col- 
umns by 12 inches. Others 
are 3 columns by 104 inches. 
Those so far published have 
been similar in theme, but 
have varied enough in word- 
ing and style of display to 
keep them from monotony. 


All contain a box headed 
“Signs of Better Times,” 
filled with brief optimistic 
facts, and all contain men- 
tion of the radio broadcasts, 
with names of stations and 
hours and dates of broad- 
casts. 

One of the advertisements 
begins, “California can lead 
the nation back to prosper- 
ity!” and then shows a long 


ee, 


line of workers going back to 
the factory. Under this js 
the heading, “Join Bank of 
America’s ‘Back to Good 
Times’ Movement.” Copy 
for this advertisement reads 
as follows: 


Join in this constructive state. 
wide effort to revive the world 
famous California spirit of initia- 
tive and enterprise and lead the 
nation back to normal conditions, 

. Enlist your surplus dollars 
in Bank of America’s timely 
movement for the quick return 
to a sound prosperity. . . . Put 
your inactive funds to work im- 
mediately through the time-tested 
banks of your state. . . . Every 
dollar deposited in these institu. 
tions releases from 5 to 10 dol 
lars in credit for general busi- 
ness purposes. The only 
money that benefits the indi- 
vidual or the community is 
ACTIVE MONEY—the money that 
finances industry, that builds, 
develops and provides jobs for 
everybody. . For example— 
just one extra dollar a day de 
posited by Bank of America’s 
hundreds of thousands of de 
positors for the next ninety days, 
would release A HALF BILLION IN 
CREDIT! Immediate whole- 
hearted co-operation with the 
banks of this state will give a 
powerful impetus to every line 
of industry. . . . Put your money 
safely and constructively to work 
where it will earn interest for 
you and help bring back good 
times. 


Another of the advertise 
ments says that “208,000 
Californians enlist for the 
return of state-wide prosper’ 
ity” and goes on to explain 
that the owners and _ per 
sonnel of Bank of America 
total that number. 

Throughout the newspaper 
advertisements, and, in fact, 
in the entire campaign, the 
pride of Californians in their 
state—and this pride is well 





known—is appealed to. The 
slogan on the lobby poster 
and bill boards, “California 
can lead the nation to sound 
prosperity,” is an excellent 
example of this. On these 
posters a figure representing 
California is shown arm in 
arm with, and slightly ahead 
of, Uncle Sam, with a hand 
extended, pointing the way. 
One of the newspaper adver- 
tisements bears the heading 
“California can remove the 
nation’s blue glasses.” 

Prominent Californians 
are speaking on the weekly 
radio programs, being broad- 
cast from two California sta- 
tions from 8.15 to 8.45 on 
Saturday evenings. Among 
those thus far heard have 
been Dr. R. B. von Klein- 
Smid, chancellor of the Uni- 
versity of Southern Califor- 
nia, and Chester Rowell, 
California publisher and lec- 
turer. 

The radio addresses are 
being printed in folder form 
and distributed, along with 
other direct-mail literature. 

The campaign has received 
editorial indorsement by 
leading newspapers of the 
state and is being backed by 
chambers of commerce, mer- 
chants’ associations, 
clubs, and civic and educa- 
tional leaders. Its objects 
are, of course, to restore con- 
fidence, encourage a return 
to normal living and buying, 
stimulate business and em- 
ployment, and release mil- 
lions in useful credit by in- 
creasing bank deposits. It 
supplements the confidence- 
building measures of the 


service 
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PUT IDLE DOLLARS 


_TO WORK FOR 
CALIFORNIA 


we tviny 


This advertisement, in brilliant colors, is used large size 
on bill boards and, smaller, as a car card in the “Back to 
Good Times” campaign of the Bank of America. 


Federal Government and the 
national campaigns being 
waged against hoarding and 
unemployment. 

While it is using every 
other form of advertising, the 
bank has not forgotten that 
ofttimes personal contact can 
do what no other form of 
advertising can accomplish; 
therefore its employes, ofh- 
cers, directors and stockhold- 
ers are likewise spreading 
personal messages of encour- 
agement and cheer, carrying 
the campaign for “Back to 


Good Times” directly into 
the homes of depositors, rela- 
tives and friends. 

As to response to the 
movement, the bank says that 
“the enthusiastic public re- 
sponse encourages us to be- 
lieve that, in assuming lead- 
ership for this movement 
here in California, we are 
performing a real service to 
our state. We hope and be- 
lieve, however, that the bene- 
fits will extend beyond our 
own borders to the people of 
the entire country.” 


a 


FLEXIBILITY IN WINDOW DISPLAY 
FIXTURES 


By Howarp ARNDT 
Branch Advertising Supervisor the Cleveland Trust Company 


ITH branches to the 
\X/ number of _ fifty- 
eight to care for 
and with each branch having 
its own window display 
problem depending on size 
of window, shape, etc., the 
publicity department of the 
Cleveland Trust Company 
has what it now regards as 
an ideal background display 
unit, adaptable to any dis- 
play window on its list. 
For a good many years it 


has been the policy to route 


,each display used at the main 


office to all branches. In this 
way the maximum use is ob- 
tained from a display. Often, 
on account of the size of the 
display used in the main 
office window, which is con- 
siderably larger than most of 
our windows, parts of the 
display had to be left out in 
order to make it fit certain 
branch windows, which of 
course lessened the effective- 
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A window display of the Cleveland Trust Company show- 

ing the fixtures designed by that bank by means of which 

the same display may be fitted to the various-sized win- 
dows of the bank's fifty-eight offices. 


ness of the display. Some- 
times the condensed display 
in a very large branch win- 
dow looked lost. Even with 
these difficulties the rotating 
idea was best because under 
that plan it was necessary to 
buy only one display a week 
instead of fifty-eight. 

Windows of odd sizes and 
shapes have always been a 
problem when used for dis- 
plays of a single design. An 
upright display would look 
well in a window of similar 
design but this display in a 
window almost square would 
be out of proportion and un-, 
sightly. This has been one of 
our window problems for 
some years. Displays and 
display units of different 
sizes and designs have been 
used without satisfactory re- 
sults. 

Recently, after years of 
experiment, a so-called ad- 
justable or flexible display 
was perfected which has 
demonstrated that all win- 


dows can be used for the 
same display with a maxi- 
mum of effectiveness. 

For the background of 
these new display posters an 
interchangeable block set-up 
is being used. These units 
are made up of two fluted 
columns of solid redwood, 
each 30 inches high and 6 
inches in diameter. One-half 
the circumference is painted 
in gold and the other in sil- 
ver. Grooves are tinted in 
green. Both ends are fin- 
ished in black. The other 
four pieces consist of 4 x 4 
redwood blocks, the two 
larger each 20 inches long 
and the smaller pair 12 
inches in length. These are 
finished alike, the sides be- 
ing gold, silver, black and 
Chinese red, and the ends 
black. A base of one-quarter- 
inch masonite, 12 inches by 
60 inches, painted black, is 
used as an even, solid base 
for these units and for dis- 
play posters to rest upon. 


— 


One advantage of display 
units of this type is the many 
different ways they may be 
placed to make the poster 
more effective. Certain col- 
ored sides are placed on view 
to harmonize or contrast with 
the particular poster being 
displayed. 

Handling of these units by 
window cleaners and cus 
todians brings no worry for 
they are finished in the best 
grade of lacquer and varnish. 
A little polish wiped over the 
units occasionally, brings 
back the original finish. 

The display poster fits be: 
tween the two columns, fit 
ting into the grooves there 
for that purpose, and the 
other units are assembled on 
either side, as shown in the 
photograph on this page. 

The primary advantage of 
this scheme of display is not 
the changeable color scheme 
which is available by rear: 
ranging the units, but the 
spacing of the units them 
selves. Center poster panels 
are made approximately 28 
by 42 inches because this is a 
convenient size for trans 
porting from branch to 
branch in the small car used 
for that purpose. ‘When this 
poster is used in a very small 
window the various stock 
units are moved close to the 
center panel. In some cases 
a pair of blocks may be elimi 
nated entirely. This same 
center poster looks well in a 
very large window for here 
the units are spaced farther 
apart. 

There is an added advan 
tage in furnishing each 
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branch with its own set of 
display units. This practice 
eliminates the transportation 


and constant wear and tear 


in carrying them from branch 
to branch. 


HOW BANKS ARE ADVERTISING 


A SPOTTED cow, a curly- 
tailed pig and a chicken are 
not the illustrations custom- 
arily used in bank advertis- 
ing, but the Northwest Ban- 
corporation of Minneapolis 
has made use of them in 
an interesting advertisement 
which says that “This Me- 
nagerie Pays Northwest 
Farmers 7 Times More In- 
come than Wheat.” The 


text reads: 


On fertile Northwest plain 


$150,000,000 for dairy products, 
$67,000,000 for poultry, $172, 
000,000 for hogs, under $50,- 
000,000 for wheat. 

As a leading banking institu- 
tion of the Northwest, we solicit 
your inquiry about the particular 
market cow-sow-hen-wise North- 
west offers for your product, and 
our facilities for handling your 
financial transactions through 
the 127 banks and trust compa- 
nies afhliated with us. 


THE Morris Plan Bank of 
New Orleans is taking a 
prominent part in the “Buy 
Louisiana-Made Products” 
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that state. In its windows 
products of the state are dis- 
played by their manufactur- 
ers or producers, with each 
firm being allowed a period 
of from ten days to two 
weeks for its display. The 
bank feels that the window 
displays are a valuable edu- 
cational feature as well as an 
effective advertisement for 
Louisiana-made products. 


THis department does not 
make a practice of criticizing 
adversely the advertising of 
banks. Destructive criticism 
as a rule does nobody any 
good. But recently there ap- 


peared in a newspaper the 
and valley, King Wheat has advertisement of a mutual 
been slowly, steadily, surely de- 

throned in the last ten years. 
“The cow, the sow and the little 
red hen” have zoomed into first 
place as largest income source for 
Northwest farmers. 

In 1921, 17,431,000 North- 
west acres in the states of Min- 
nesota, Montana and the Dako- 
tas went to wheat; 142 million 
wheat dollars went into North- 
west pockets. 

This year, the same North- 
west farmers, cow-sow-hen-wise, 
planted 1,829,000 less acres in 
wheat, went in for cow-sow-hen 
raising to such an extent that the 
little red hen alone will produce 
more than the total income of 
wheat. 

_ To one idea goes the credit 
for this amazing volte face—the 
idea of “the cow, the sow, and 
the little red hen.” A decade 
now, unceasingly, through farm 
organizations, lectures, news- 
papers—Northwest farmers have 
been bombarded with this three- 
fold production policy. In 
these concrete, farmer-understood 
terms, the corporation creed of 
diversification has been broad- 
cast, with more emphasis on the 
finished products of agriculture 
(chickens, butter), less on raw 
materials (wheat, small grains). 

Result: the Northwest farmer 

now cashes an annual check of 


campaign being carried on in 


YOUR DEPOSITS KEEP 
WORKERS ON THE JOB 


By depositing in a 
strong Cleveland 
bank, you help your 


community and at 


the same time your 


savings are safe... 
available ... and 


earning interest. 


Cleveland Crust 


Member Cleveland Clearing House Association + Member Federal Reserve Sytem 


LEDS VOt EVERY SEED ON FOE WAY FO PENANO ERE ENED 


An arresting headline, which tells practically the entire 

story in one sentence, is the feature of this outstanding 

advertisement of a Cleveland bank. The copy is timely, 
brief, straight-from-the-shoulder. 
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Five groups of 


Specialists 


And how they support the 


Two-man Team which carries out your 


ESTATE PLAN 


HEN you appoint the 
Irving Trust Com- 
any your executor or trus- 
tee, « team of two men 
és assigned to carry out your 
catate plan 
One of them is always a 
venior trust officer. Both have 
full knowledge of all details 
of your estate or of your trust 
fund and the special circum. 
stances of vour beneficiaries. 
This arrangement is in- 
tended to assure that some 
one with full knowledge of 
all the facts is in personal 
charge of your interests at 
all times. And back of these 
are five groups of experienced 
min, among whom are divided 
the specialized functions of 
moder trust administration. 


One. One group assumes 
the administrative detail of 


trusts, 


federal and state legiilation, 
regulation and decisions 


Four, Stull another group 
is engaged in the study, anal- 
yeie and supervision of trust 
holdings of securities. 

Five, And finally, ope 
group manages real estate 
holdings and mortgage in- 
vestments, 

Not all these groups may 
be called ypon to serve in the - 
case of any one trust, but they, 
and the vast amount of ex- 
perience in separate elds of 
business and investment man- 
agement which they repre- 
sent, are always available, 

* 
A canits oF pescussions of Sductary 
theory sad practice... eddremed eo 
the (houghttul mae of affair 
NEKT Weee, 


Routine and Records 
* 


“Two, Another occupies 
the — = tion in ikem IRVING 
TRUST 


COMPANY 


ONE WALL STREST 


to estates, 


Three. A third group is 
composed of tax specialists 


who are in close contact with 








Here is one of a new series 
of advertisements directed to 
men of wealth by a large 
New York City trust com- 
pany. The advertisements, be- 
ing run 3 columns by 15 
inches in New York City 
newspapers, are all similar in 
layout and typography, with 
changing copy. 


savings bank which presented 
two faults, mention of which 
may keep other institutions 
from committing the same 
errors. 

One sentence of the copy 
read: “Stocks may rise, and 
stocks may fall—but bonds 
keep on a pretty even keel.” 
Ask almost any “investor” in 
bonds and he will tell you 
what has happened to them, 
if he knows anything beyond 
the fact that his have de- 
faulted. The copy goes on 
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to say that since savings 
banks’ investments are con- 
fined to well secured bonds 
and real estate mortgages, the 
reader’s money is safe in sav- 
ings banks. With all the ex- 
cellent things that may be 
said about savings banks, it 
seems a pity that the adver- 
tiser should have chosen to 
mention bonds and real es- 
tate mortgages. 

Another bit of text in the 
same advertisement read as 
follows: “Any honest banker 
will tell you .” Are 
we still assuming that the 
public knows all bankers are 
honest, or are we not? 


THE creation of confidence 
and the education of the 
public to the varied services 
of a modern banking institu- 
tion are the two objects of 
a thirteen weeks’ series of 
radio programs being spon- 
sored by the First National 
Bank & Trust Company of 
Rochester, N. Y., and broad- 
cast over station WHEC. 
The programs have been 
carefully planned. First, well 
known writers were commis- 
sioned to unearth unusual 
stories of human interest to 
be found in the various de- 
partments of a bank. These 
were written into fifteen- 
minute broadcasts and fa- 
mous stage stars dramatized 
the sketches on electrically 
transcribed records. Each 
program opens with a short 
announcement by the local 
station announcer saying 
that the president of the bank 
sponsoring the program has 
a short message which will 


be presented at the close of 
the sketch. Then follows 
the dramatization. The presi- 
dent’s talk, which is limited 
to two minutes, deals with 
the services of the sponsor: 
ing bank. This is the only 
direct advertising during the 
broadcast. 


THE house-organ of the Ver- 
mont-Peoples National Bank 
of Brattleboro, Vt., is called, 
and rightfully, “with inter- 
est,” and it is one of the most 
unusual bank publications 
which come to this depart- 
ment. The April issue is 
made up entirely of a local 
chronology of Brattleboro 
which should be invaluable to 
residents of that community. 
It is of interest even to those 
who are not familiar with 
the persons and events men- 
tioned. 

The first period, 1609 
1737, leads up to the found- 
ing of Brattleboro. Then 
comes the settlement, from 
1740-45, with such items as 
“$27.50 voted to pay debts 
contracted by village” and 
“all men over 18 years re- 
quired to work on roads six 
days a year.” Some of the 
later items are equally inter- 
esting. For instance, in No- 
vember, 1915, there were six 
wireless receiving stations in 
Brattleboro, “all powerful 
enough to hear government 
stations at Arlington and 
Cape Cod.” 

In all of its issues, this 
magazine emphasizes com: 
munity activities and inter’ 
ests and if residents of Brat- 
tleboro are not “sold” on 
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their town, it cannot be the 
fault of the Vermont-Peoples 
National Bank. 


AcTuaL incidents about the 
reopening of savings accounts 
by various people are being 
ued by the First National 
Bank of Louisville for a series 
of human interest advertise- 
ments. Three of the series 
are reproduced in these col- 
umns. Called “Little Life- 
Stories from Our Ledgers,” 
they show what interesting 
anecdotes may be uncovered 
ina bank by a little prying 
beneath the surface figures. 

At a time when bank ad- 
vertising men are searching 
for just the right message for 
their readers, these advertise- 
ments may serve as a wel- 
come suggestion. 


THe Harriman National 
Bank and Trust Company, 
New York, has in its lobby a 
weighing machine—the only 
one, it is thought, in a bank 


Little Life Stories 
+ From Our Ledgers 


What Cured 
The Doctor— 


Our doctor triend Lard down $7,000 
on the dew 


“I've been « fool —" he began. 


‘We made him out a new Certificate 
of Depowt 
But | got pamchy with the rest— 
when there was no good reason And now 
Tim out fifteen months’ vaterest om $7,000 
He is cured by bis mistake, as 
many apther who hohe back regrettully 0 
the smteremt he dida't get 


Fil RST NATIONAL BANK 
tional Bank in the South 


KENTUCKY TITLE TRUST COMPANY 


Three of the series of “Little Life Stories from Our Ledgers” 


ville bank. 


in New York City. Installed 
in 1929, it has weighed up to 
the present time an average 
of 870 people a day. The 
scale is free and is provided 
with a rack for people to 
hang their hats and coats on 
while they are being weighed. 
There is also at hand an at- 
tendant to keep it neat and 
to assist with the hats and 
coats. 


THE “get ahead” pian of the 
First Wisconsin National 
Bank of Milwaukee, men- 
tioned in this department in 
February, is achieving un- 
usual success. The principal 
feature of the plan is a 
folder which contains a pen- 
cil, an outline for a personal 
inventory and a financial 
plan. On a separate slip of 
paper is a coupon which can 
be signed and returned to 
the bank, asking for the 
bank’s various booklets on 
budgets, investments, etc. In 
the first month after the plan 


Like Bricks 
In His Walls— 


Nobody knows better than the 


‘There were towr $1,000 bella, 

“The money should sever have 
been drawn wut ra the firw place.” whe sad. 
“Tt will cake @ long tome to make up the 
jeverest we have tow.” 

But now their savings are working 
for them agera and tor the rest of the bm 
mun ty as dollars in the bank shways do 


FIRST oe & Bas | 
The Oldest Na 


Tih and Court 
KENTUCKY TITLE TRUST CO. 
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was announced, more than 
3000 plans were given out to 
people who called at the bank 
or wrote in for them. 

Three newspaper adver- 
tisements introduced the 
plan, and there was also a 
special window display which 
attracted wide attention. Two 
doors were the center of the 
display. They could be 
opened by any onlooker who 
placed his hand over the out- 
lined hand painted on the 
glass. When the doors 
opened a mirror revealed 
“the one individual who can 
solve your 1932 financial 
problems.” The doors re- 
mained opened for a few 
seconds and then closed auto- 
matically. 

The folder was in red and 
gray and that color combina- 
tion was used in the window, 
which contained several of 


the folders. 


“BANK Your Money and 
Pay by Check” is the key- 


4 Mitte Lite Storie 
Prom Our Ledgers 


Pipe-Bank Cash 
Comes Back— 


The bells were rotied wo tightly thar we 
had a time geting them tmonthes out, but 


hae om what 
danger my savings were” the warn.m tard 


‘They were certarnty rolled night.” we 
taed wondering where they had been 


FIRST NATIONAL BANK 
The Oldest Nai Bank in the South 
Fifi end Cours Marker west of Pith 
KENTUCKY TITLE TRUST co. 


being run by a Louis- 


Good headlines and informal copy make them unusually readable. 


A similar idea might be worked out by other banks from their own ledgers. 
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WITH 


Kale 


BANKING 


unity life stands the Bank. 
itution and 


and utilize one or many of its services. To all 
classes hes for convenience, security, profit 
—and at little cost. 


Less than a century ago banks were rare and only 
a select few used them. Now Banking serves 
millions of people and shuttles billions in money 
with inconceivable speed, safety and accuracy to 
all parts of the world. 


Increasingly. community progress must depend 
upon the maintenance of ever more complete 
banking facilities. responsibility the banks 
fully recognize and ace 


Banking realizes how vital are its services in the 
raising of wheat and cotton—as well es the making 


nd sale of property, the build- 
« of homes, the feeding and 
. the operation of factories, 
stores and shops, the making of jobs, the main- 
tenance of public welfare. 


clothing of 


re and the Professions . . 
with Education and Government—Banking ix 
looking and planning ahead—confident, alert and 
det ined. 


The NATIONAL & STATE BANK 


CHICAGO, ILLINOIS 


One of the advertisements in the confidence-building 
program planned by the New Business Corporation 


of Chicago. 


The name of the bank used here is, 


of course, fictitious. 


note of the current advertis- 
ing of George La Monte & 
Son, of Nutley, N. J., manu- 
facturers of La Monte safety 
papers for checks. This ad- 
vertising has been planned as 
a means of educating people 
in the many ways a banking 
connection provides safety 
and service. It fits also into 
the anti-hoarding drive and 
the efforts of the Govern- 
ment to return into normal 
financial channels .the mil- 
lions of dollars still in hid- 
ing. ; 


In addition to its maga- 
zine advertising, the com- 
pany has prepared two at- 
tractive direct-mail pieces on 
the same theme, with special 
emphasis on the advantages 
of a good banking connec- 
tion. These, with a bank’s 
own imprint, are available to 
banks on request. The com- 
pany has also received re- 
quests from various banks, 
clearing-houses, newspapers 
and other associations united 
in. the anti-hoarding drive, 
for permission to use material 


eee 


from the La Monte advertis- 
ing in their local publicity, 


AN advertising program for 
banks, with the purpose of 
building up the confidence of 
the public, has been planned 
by the New Business Cor. 
poration of Chicago. It is 
approved by the Financial 
Advertisers Association. The 
idea of the advertising is not 
to feature the bank itself but 
the community’s interest in- 
stead. The organizers of the 
program have adopted an ap- 
proach that any bank can 
safely use in its local com 
munity and have kept the 
plan flexible to suit the con 
ditions in any individual lo 
cality. It is contemplated 
that the program will be 
published concurrently by 
leading strong banks the 
country over. In some cases, 
two or more banks may 
sponsor the program to 
gcther. In others, it may 
become a local clearing-house 
project. One of the adver 
tisements in the program 1s 
reproduced on this page. 


NEWS 


E. A. Hinz, of the Peoples 
Trust & Savings Bank of 
Chicago, has been appointed 
chairman of the Chicago 
charge of 
arrangements for the an 
nual convention of the Fi: 
nancial Advertisers Associa’ 
tion, which will be held in 
Chicago in September. 


committee in 
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What They Say 


LEGISLATION NO PANACEA 


“You tan no more take the human 
element out of banking by legislation 
than you can put morality into people 
by mere statutory enactments. Of 
course, banking, like all other lines of 
human endeavor, has made many mis- 
takes and has done things which—in 
the light of recent events—have proven 
unwise and perhaps indefensible. How- 
ever, it seems safe to say that the 
bankers of this generation have learned 
important lessons from these events and 
are determined that banking shall bene- 
fit from them. No doubt some new 
legislative enactments are desirable and 
bankers more than anyone else want 
to co-operate to prevent a repetition 
of the disastrous experiences of the last 
two and one-half years. It seems not 
likely, however, that the mere transfer 
of the responsibility from one set of 
human beings, i. e., the officers of banks, 
to another set of human beings, i. e., 
the officials in Washington, will prove 
a panacea for our financial ills or be 
a guarantee against a repetition of the 
same errors of human judgment in the 
future."—R. S. Hecht, president Hi- 
bernia Bank & Trust Company, New 
Orleans. 


WANTED: A SHORT-TIME 
INVESTMENT 


“Today banks cannot possibly invest 
more than a fraction of their deposits 
in liquid assets. All of the manufactur- 
ing corporations, plus all of the trading 
corporations, of the United States owe 
only $13,000,000,000 on accounts pay- 
able and notes payable. We have in 
this country some $52,000,000,000 of 
deposits. We have $25,000,000,000 of 
demand deposits. There is not enough 
commercial paper to absorb these funds. 
People are very much misled by the 
experience of England. Do not forget, 
the English banks had available a very 
much larger proportion of the short- 
time commercial paper of the world, 
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so you see the English banks keep 
themselves more liquid. In America 
today it is urgent that we find for 
the banks somehow a great additional 
mass of short-time, fairly liquid paper 
into which they can put our deposits. 
They cannot go on safely putting the 
deposits into these long-time invest- 
ments.”"—Dr. David Friday, economist 
and educator, Washington, D. C. 


INVESTING IN STOCKS 


“The trend of stocks to recover 
simultaneously with bonds, but more 
rapidly, is evidence that investors in 
general have developed a much keener 
analytical point of view toward common 
stocks. Realizing the safety factors 
inherent in bonds, the average investor 
today is, nevertheless, weighing the 
appreciation factors in high grade 
common stocks, is studying the re- 
serves, assets, earnings and potential 
earnings of such stocks, and is invest- 
ing carefully for the purpose of rebuild- 
ing of estates..—Lawrence W. Schmidt, 
chief statistician of Administrative and 
Research Corporation, New York. 


HERE’S THE ANSWER 


“Bankers virtually control all our 
great industries through a system so 
meticulously scientific that it won't 
work. Here you have the answer to 
the state that now depresses us.”— 
L. D. Mahon, vice-president Newell- 
Emmett Company, New York. 


TWO-WAY TRADE 


“Good business cannot be one-sided. 
Individually, we know that. Nationally 
and internationally we must discover : 
the absurdity of too high tariffs and 
then, perhaps, the American factories 
which have gone abroad because for- 
eigners followed our example and 
practically prohibited two-way trade, 
can come home again and resume 
employing American labor."—V. A. 
van der Linde, commercial counsellor 


of the New York Times. 





Letters From Our Readers 


THE BANKERS MAGAZINE welcomes expressions of opinion from any of its readers or 


comments on articles which have appeared in previous issues. 


A free exchange of ideas 


and opinions. among bankers is much desired and our pages are always open. 


APPOINTMENT OF COMP- 
TROLLER OF THE 
CURRENCY 


Editor, THE BANKERS MAGAZINE: 

I have just read with considerable interest 
in your editorial comment in your April 
issue what seems to be a brand new remedy 
for bank failures, namely, the appointment 
of the Comptroller of the Currency by the 
American Bankers Association. Such a 
suggestion would cause amazement were it 
not for the fact that all sorts of unheard 
of remedies for bank failures are now being 
proposed. 

The Comptroller of the Currency has 
never been regarded as a_ political ap- 
pointee. He holds office for five years and 
is by virtue of his office a member of the 
Federal Reserve Board. His appointment 
must be confirmed by the United States 
Senate. The national bank examiners under 
his supervision are appointed under a most 
rigid written and oral examination, and 
they have never been treated as patronage. 

It seems to me fundamental that if a 
supervising officer is appointed by the 
banks which he must supervise, he wouid 
not have the courage to enforce the law 
against them. Furthermore, the American 
Bankers Association is composed largely 
of state bankers, with whom the Comptroller 
of the Currency has nothing to do, and 
they should certainly have no voice in his 
appointment. 

But the insuperable objection is that such 
a suggestion is unconstitutional. The con- 
stitution vests in the President of the United 
States the appointing power, by and with 
the consent of the Senate, of all officers of 
the United States. The President, there- 
fore, cannot share his responsibility in this 
respect with private associations of interests 
to be affected. 

I have no interests in the matter other 
than a desire to see our banking system 
upon a sound basis, and I am taking the 
liberty of a subscriber to express myself 
upon the impulse of reading the above 
suggestion. 

Very truly yours, 


CHARLES W. COLLINS. 
Washington, D. C. 


In the editorial to which Mr. Collins 
refers, it was not proposed that the Comp- 
troller be appointed by the American 


Bankers Association, but on the recom 
mendation of that organization, which is 
not quite the same thing. Whether the 
Comptroller of the Currency has ever been 
regarded as a political appointee or not, 
such appointments have been made, and 
with greater frequency in the case of 
supervising officers of State banks. 

Mr. Collins was prompted to write from 
“a desire to see our banking system upon 
a sound basis,” which was exactly the motive 
that prompted the editorial to which he 
takes exception.—Editor. 


SAYS PERSONAL CREDIT IS 
NEEDED 


Editor, THE BANKERS MAGAZINE: 

In your March issue on page 319, in an- 
swering a question about financial statements 
of small borrowers, you make the following 
statement: “Presumably, from the standpoint 
of theory, at least, the individual not en- 
gaged in business has no justification for bor- 
rowing on an unsecured basis under ordinary 
circumstances. He can get what credit he is 
entitled to from merchants for his ordinary 
needs of life and the bank's function is to 
finance the merchant . . . if he has used up 
these sources of personal credit, the banker 
is certainly not helping the requesting cus- 
tomer, the community or himself by granting 
credit and helping the individual to become 
more involved in debt.” 

I do not question your statement that the 
bank’s function is to finance the merchant, 
but this does not mean that the average in- 
dividual without bank credit should not be 
in a position to refinance his indebtednesses 
to merchants and community creditors. 

Modern conditions result in thousands of 
families becoming involved in open account 
credit, due to special emergencies or to lapses 
in income which require refinancing. It is 
certainly of great advantage to the merchants 
and creditors that these slow accounts be 
paid and that the debtor bear the cost of 
the credit. 

Because bankers are fundamentally whole- 
salers of credit and are not responsible for 
supplying consumer loans, is no justifiable 
reason for them frowning down upon such 
loans and thus making it difficult for personal 
finance companies to obtain capital to meet 
a real social need. When a man can borrow 
and pay his delinquent bills out of a small 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


part of his monthly income over a definite 
period of time, he is serving his community 
and himself. 
Sincerely yours, 
Burr BLACKBURN, 
Director of Research, Household Finance 
Corporation, Chicago. 


FORBES WRITES AN OPEN 
LETTER TO BANKERS 


HARGING bankers with foster- 
( ing “the grossest inflation Amer- 
ica has ever known,” B. C. Forbes, 
well known writer on business and fi- 
nance, in an open letter to bankers which 
appeared recently in the New York 
American, a Hearst publication, asks 
them: “What are you now doing to 
check the grossest and most disastrous 
deflation America has ever suffered?” 
Addressed to “bankers, investment 
bankers and international bankers,” the 
letter charges the bankers with being, 
more than any other group, “responsible 
for the speculation, the recklessness, the 
inflation which led to the present plight 
of this country.” 
The letter continues, in part: 


Without your active aid there could not 
have been foisted upon the American people 
the tens of billions of dollars of foreign bonds 
and domestic stocks during the frenzied 
boom. . . . Without your colossal co-opera- 
tion the public could never have been 
saddled with such an overwhelming weight 
of “investments.” 


New York City 


Hardly one of you uttered one word of 
warning, “one syllable” of caution. 

How ready are you to loan money on 
these same securities today? 

Are you as actively fighting deflation as 
you stimulated inflation? 

Is it not the undeniable truth that you 
are as eager at this moment to cast out of 
your institutions the very same securities you 
eagerly drew into your institutions three 
years ago? 

Are you not now doing as much to bring 
about the destruction of market values as 
you formerly did to inflate market values? 

Did you keep your organizations as 
“liquid” when quotations were at absurd 
heights as you are now doing when they 


Please realize, gentlemen, that you are on 
trial at this moment before the bar of America. 

The evidence thus far is not moving the 
American public to reach a verdict of not 
guilty. 

You have had laws passed and public 
money furnished to aid your circumstances; 
you have had laws interpreted to deal 
leniently with your institutions. How much 
aid, how much leniency, are you extending 
to the public? ... 

Unless you can quickly convince the pub- 
lic more successfully than you have hereto- 
fore convinced them that you are capable 
of staying the catastrophic trouble you played 
a leading part in creating, unless the appalling 
melting away of the people’s wealth can be 
swiftly stayed, unless you rush in credit to 
arrest contraction in security values, and the 
attendant contraction in business and em 
ployment, other measures more drastic than 
the Glass bill to fix your responsibilities and 
regulate your action will surely be passed 
in state and nation. 





Coming Bankers’ Conventions 


ALABAMA BANKERS ASSOCIATION, Mobile, 
May 19-20. Headquarters, Battle House. 
Secretary, M. A. Vincentelli, Montgomery. 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, June 6-10, 1932. Secretary, Rich- 
ard W. Hill, 22 East 40th street, New York 
City. 

CALIFORNIA BANKERS ASSOCIATION, San 
Francisco, May 26-28. Headquarters, Palace 
Hotel. Secretary, Andrew Miller, 632 Mills 
Building, San Francisco. 


CoLorADO BANKERS ASSOCIATION, Ever- 
green, June 17-18. Headquarters, Troutdale- 
in-the-Pines. Secretary, L. F. Scarboro, Moun- 
tain States Banker, Denver. 


CoNNECTICUT BANKERS ASSOCIATION, New 
London, June 17-18. Headquarters, Hotel 
Griswold. Secretary, Charles E. Hoyt, South 
Norwalk Trust Company, South Norwalk. 


District OF COLUMBIA BANKERS ASSOCIA- 
TION, Hot Springs, Va., June 9-11. Secretary, 
Frederick P. H. Siddons, Washington. 


FINANCIAL ADVERTISERS ASSOCIATION, Chi- 
cago, September 12-15. Executive secretary, 
Preston E. Reed, 231 South LaSalle Street, 
Chicago. 


FLoRIDA BANKERS ASSOCIATION, Jackson- 
ville, June 3-4. Headquarters, Hotel May- 
flower. Secretary, W. O. Boozer, Atlantic 
National Bank, Jacksonville. 


IDAHO BANKERS ASSOCIATION, June 13-14 
Secretary, J. S. St. Clair, Boise City National 
Bank, Boise City. 


ILtINoIs BANKERS ASSOCIATION, Spring- 
field, May 23-25, 1932, Headquarters, 
Abraham Lincoln Hotel. Executive vice-presi- 
dent, M. A. Graettinger, 33 North La Salle 
street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, May 19-20, 1932. Headquarters, 
Hotel Claypool. Secretary, Forba McDaniel, 
1308 Circle Tower, Indianapolis. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, W. Va., October 22-26. 
Headquarters, Greenbrier Hotel. Executive 
vice-president, Alden H. Little, 33 South 
Clark Street, Chicago. 


IowA BANKERS ASSOCIATION, Des Moines, 
June 20-22. Secretary, Frank Warner, 430 
Liberty Building, Des Moines. 


Kansas BANKERS ASSOCIATION, Kansas 
City, May 19-20. Secretary, W. W. Bow- 
man, Topeka. 


MaINE BANKERS ASSOCIATION, Poland, 
June 18. Headquarters, Poland Spring 
House. Secretary, E. S. Kennard, Rumford 
National Bank, Rumford. 


MARYLAND BANKERS ASSOCIATION, Atlan- 
tic City, N. J., May 18-19. Headquarters, 
Ambassador Hotel. Secretary, James W. Mc’ 
Elroy, First National Bank, Baltimore. 


MICHIGAN BANKERS ASSOCIATION, Macki- 
nac Island, July 11-13. Secretary, Kenneth 
M. Burns, 1713 Ford Building, Detroit. 


MINNESOTA BANKERS ASSOCIATION, St. 
Paul, June 7-9. Secretary, George Susens, 
718 National Building, Minneapolis. 


Missour! BANKERS AsSOCIATION, Excelsior 
Springs, May 17-18, 1932. Headquarters. 
Elms Hotel. Secretary, W. F. Keyser, Sedalia. 


MonTANA BANKERS ASSOCIATION, Glacier 
National Park, July 22-23. Secretary-trea- 
surer, R. E. Towle, Federal Reserve Bank, 


Helena. 


Morris PLAN BANKERS ASSOCIATION, 
Washington, D. C., October 6-8. 


NATIONAL FoREIGN TRADE CONVENTION, 
Honolulu, May 4-6. Headquarters, Royal 
Hawaiian Hotel. Secretary, O. K. Davis, 
1 Hanover Square, New York City. 


NATIONAL SaFe Deposit ASSOCIATION, 
Los Angeles, 1932. Secretary-treasurer, 
Ralph D. Slaymaker, Fidelity Safe Deposit 
Company, Kansas City, Mo. 


NATIONAL ASSOCIATION OF MuTuAL Sav- 
INcs Banks, New York City, May 18-20. 
Headquarters, Waldorf Astoria Hotel. Ex- 
ecutive secretary, John W. Sandstedt, 347 
Madison avenue, New York City. 


New HAMPSHIRE BANKERS ASSOCIATION, 
Manchester, May 13. Headquarters, Hotel 
Carpenter. Secretary, Harry L. Additon, 
Merchants National Bank, Manchester. 


New JERSEY BANKERS ASSOCIATION, At- 
lantic City, May 12-14. Headquarters, Hotel 
Chelsea. Secretary, Armitt H. Coate, Bur- 
lington County Trust Company, Moorestown, 
Me f. 

New Jersey SAvincs BANKS ASSOCIATION, 


North Caldwell, May 4. Headquarters, 
Greenbrook Country Club. 


New Mexico BANKERS ASSOCIATION, Taos, 
May 13-14. Executive secretary, Mrs. Mar- 


597 





598 


garet Barnes, 318 North Sixth Street, Albu- 
querque. 


New York State BANKERS ASSOCIATION, 
Rye, June 13-15. Headquarters, Westchester 
Country Club. [Executive manager, W. 
Gordon Brown, 33 Liberty Street, New York 
City. 


NortH CAROLINA BANKERS ASSOCIATION, 
Pinehurst, May 5-6. Headquarters, Carolina 
Hotel. Secretary, Paul P. Brown, Raleigh. 


NortH Dakota BANKERS ASSOCIATION, 
Grand Forks, June 15-16. Secretary, W. C. 
Macfadden, 524 Broadway, Fargo. 


OKLAHOMA BANKERS ASSOCIATION, Tulsa, 
May 13-14. Secretary, Eugene P. Gum, 907 
Colcord Building, Oklahoma City. 


OreGoN BANKERS ASSOCIATION, Eugene, 
June 6-7. Secretary, T. P. Cramer, Jr., 629 
Lumbermen’s Building, Portland. 


Paciric Coast Trust CONFERENCE, Los 
Angeles, September 29-October 1. Under the 
auspices of the Trust Division, American 
Bankers Association. 


PENNSYLVANIA BANKERS ASSOCIATION, 
Pittsburgh, May 18-19. Headquarters, Wil- 
liam Penn Hotel. Secretary, Charles F. Zim: 
merman, First National Bank, Huntingdon. 


Reserve City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BANKS ASSOCIATION OF MAINE, 
Lakewood. September 7-8. 


SaviINGs BANK ASSOCIATION OF MaAssa- 
CHUSETTS, Swampscott, Mass., September 
15-17. Headquarters, New Ocean House. 


SoutH DaKoTA BANKERS ASSOCIATION, 
Watertown. June 1-3, 1932. Secretary, 
George A. Starring, Huron. 


SOUTHERN TRISTATE BANKERS (Arkan- 
sas, Mississippi, Tennessee), Memphis, May 
24-26. Headquarters, Hotel Peabody. 


Texas BANKERS ASSOCIATION, Austin, 
May 10-12, 1932. Secretary, W. A. Philpott, 
Jr., Dallas. 


UrtaH BANKERS AsSOCIATION, Salt Lake 
City, June 17-18. Secretary, H. B. Cran- 
dall, First State Bank, Salina. 


Vircinta BANKERS ASSOCIATION, Old 
Point Comfort, June 23-25. Headquarters, 
Hotel Chamberlain - Vanderbilt. Secretary, 
C. W. Beerbower, First National Exchange 
Bank, Roanoke. 
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WASHINGTON BANKERS ASSOCIATION, Pull- 
man, June 9-11. Secretary, J. W. Brislawn, 
810 Alaska Building, Seattle. 


West VIRGINIA BANKERS ASSOCIATION, 
Fairmont, May 26-27. Secretary, Homer 
Gebhardt, First Huntington National Bank, 
Huntington. 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee. June 23-24. Headquarters, Hotel 
Schroeder. Secretary, Wall G. Coapman, 717 
Caswell Block, Milwaukee. 


WILLIAM FAIRCLOTH DIES 


WILLIAM FAIRCLOTH, vice-president of the 
Denver National Bank, died April 16 aboard 
a train near Las Vegas, N. M. He was 64 
years old. Mr. Faircloth came to the United 
States in 1891 from Ireland and immediately 
entered the employ of the Denver National 
Bank, where he remained until his death. 


J. D. BRENNAN DIES 


James D. BRENNAN, who recently became 
president of the Atlantic National Bank of 
Boston, died suddenly on April 8, after a 
two weeks’ illness. He had been elected 
president of the Atlantic National on March 
18. 

Mr. Brennan began his banking career with 
a Boston trust company. In 1910 he became 
a state bank examiner and in 1913 a national 
bank examiner. He was chief national ex- 
aminer for the First Federal Reserve District 
when he resigned in 1918 and became a vice- 
president of the First National Bank of 
Boston. He left that position to join the 
Atlantic as president. 


VICE-PRESIDENT RESIGNS 


Haro_p B. ALLEN has resigned as vice-presi- 
dent of the First National Bank and Trust 
Company of Kalamazoo, Mich., to join the 
Upjohn Company of that city. He had been 
with the bank for fifteen years, organized the 
trust department in 1921 and was elected 
vice-president and director in 1928. He re- 
mains a director of the bank. 


C. E. WARREN RETIRES 


CHARLES ELLIOT WARREN, vice-president of 
the Irving Trust Company of New York, has 
retired after fifty years’ connection with 
banking. He has been active in association 
work and has served as vice-president of the 
New York State Bankers Association, a mem- 
ber of the executive committee American 
Bankers Association, and a member of the 
ccmmittee an admissions of the New York 
Clearing House. 





Established 1837 


| ADRIAN H. MULLER & SON 


81 WILLIAM STREET, 


NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


TYPEWRITER HAS NEW 
FEATURES 


A NEW standard typewriter which contains 
a number of exclusive features has been pro- 
duced by the Burroughs Adding Machine 
Company, Detroit, Mich. It is finished in 
black enamel with black crystal panels at 
sides and back, and chromium plated fittings. 
The mechanism of the machine is almost 


The new Burroughs typewriter. 


completely enclosed, a feature that protects 
it from dust. 

A light, positive key-touch is an outstand- 
ing feature of the new typewriter. The car- 
riage of the machine also presents a number 
of new developments in typewriter construc- 
tion. In most cases these refinements, which 
include a rigidly controlled carriage, a new 
type of variable line spacer, and a new 
paper feed construction that permits writing 
to the exact bottom of a sheet, are features 
taken from Burroughs bookkeeping machines. 

The new machine has a balanced shift in 
which the carriage remains stationary and in 
which the platen alone is shifted. This 
permits a more durable carriage construction 
and tends to increase its length of service. 
Other features include a shift-lock on both 
right and left shift keys, front margin stops 
and scale, an eleven-inch platen with ten-inch 
writing line on a standard width carriage, 
ball bearing rollers, and a new, positive back- 
space mechanism. 


MEDAL FOR IMPROVED OFFICE 
WORK 


THE National Office Management Association 
is offering the Leffingwell Medal Award to 
encourage noteworthy contributions in the 
technique and science of office management. 
It will be granted for outstanding accomplish- 
ment in office management, such as, better 
organization or control of office work, im- 
proved office methods or procedures, better 
technique for attacking office problems, or 
research yielding conclusions of significance 
in office management. Full information in re- 
gard to the award may be obtained from 
Frank L. Rowland, Lincoln Life Insurance 
Company, Fort Wayne, Ind., who is chair- 
man of the board of award. 


NEW OFFICERS FOR GEORGIA 
BANKERS 


W. S. Exuiott, vice-president of the Bank 
of Canton, Ga., was elected president of the 
Georgia Bankers Association at the annual 
convention of the organization held last 
month in Augusta. Other officers elected 
are: Vice-president, Walter N. Harrison, 
vice-president Bank of Lavonia; secretary, 
Haynes McFadden, Atlanta; and treasurer, J. 
B. Dodd, executive vice-president Griffin 
Banking Co., Griffin. 


MUTUAL SAVINGS BANKERS 
MEETING IN NEW YORK 


MemsBers of the National Association of 
Mutual Savings Banks will meet May 18-20 
at the Waldorf Astoria Hotel in New York 
City for their twelfth annual convention. The 
program will include addresses by Henry 
Bruere, president Bowery Savings Bank, New 
York; William Z. Ripley, professor of polit- 
ical economy at Harvard University; Charles 
W. Berry, comptroller of the City of New 
York; and E. G. Buckland, chairman of the 
New York, New Haven & Hartford Rail- 
road, 

Current savings bank problems, including 
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Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 


able tuition. Catalogue upon request. 


Trial Lesson Free 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 
Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 





Federal legislation affecting savings banks, the 
new mutual savings reserve bank in Massa- 
chusetts, the desirability of withdrawal 
notices, and the New York mortgage liquid: 
ity fund, will be discussed. One session will 
be devoted entirely to problems of small sav- 
ings banks. 


GUARANTY COMPANY MOVES 
CHICAGO OFFICE 


THe Guaranty Company, affiliate of the 
Guaranty Trust Company of New York, has 
moved its Chicago office from 120 West 
Adams street to 105 West Adams street. 
The office of the Chicago correspondent, John 
D. Bowen, of the Guaranty Trust Company, 
has been removed to the same address. 


CAPITAL INCREASE 


Tue Bank of Sicily Trust Company of New 
York has voted to increase its capital from 
$1,600,000 to $1,800,000. The number of 
shares ($20 par value) will be increased from 
80,000 to 90,000 for the purpose. The new 
stock will be offered at $50 a share to stock- 
holders in the proportion of one share of 
new stock for eight already held. The Banco 


———— 


di Sicilia, of Palermo, Italy, parent of the 
trust company, has offered to subscribe for 
any stock not taken by stockholders. 


HARRIMAN-LIBERTY MERGER 


FoLLowinG the purchase of a majority of 
stock of the Liberty National Bank and Trust 
Company of New York by the Harriman 
Securities Corporation, the Harriman Na- 
tional Bank and Trust Company has acquired 
the banking business of the Liberty and jis 
operating its two offices as branches of the 
Harriman National. 

Deposits of the Liberty at the time of ac. 
quisition were approximately $5,000,000 and 
capital was $2,250,000. One share of Harri- 
man National stock was exchanged for 180 
shares of Liberty, in the purchase plan. 

John J. Mulligan, president of the Liberty, 
has been elected a vice-president of the Har- 
riman National, and Eugene T. Neville, 
Walter J. O'Toole and Alfred D. Cella have 


been appointed assistant cashiers. 


FRANK N. B. CLOSE DIES 


FRANK N. B. CLose, director, member of the 
executive committee and former senior vice: 
president of the Bankers Trust Company of 
New York, died last month after a long ill- 
ness. He was also a director in many busi- 
ness enterprises. 

Mr. Close was the first clerk hired by the 
bank when it was organized in 1903. He 
advanced rapidly and became a vice-president 
in 1912. Three years later he became a 
director and in 1923 a member of the execu: 
tive committee. He did much work abroad 
and for a time directed the bank’s branches 
in London and Paris. 


CHASE BANK REPORT 


A STATEMENT of its condition as of March 
31, 1932, made public by the Chase National 
Bank of New York, showed total resources 
of $1,866,688,000, deposits of $1,328,736, 
000 and loans and discounts of $1,025,865, 
000. Cash in the bank's vaults, in the 
Federal Reserve Bank and in other banks 
amounted to $327,674,000, investments in 
United States Government securities were 
$16,552,000, holdings of short-term munic’ 
ipal..and other securities maturing within 
two years were $51,080,000 and other bonds 
and securities, including stock in the Federal 
Reserve Bank, amounted to $101,354,000. 

Undivided profits were $20,789,000, 
against $19,075,000 on December 31. Special 
reserves were $28,649,000, compared with 
$25,475,000. Capital of the bank remains 
unchanged. at $148,000,000 and_ surplus 
at $124,000,000. 
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P. J. VOGEL DIES 


Puitip J. VOGEL, vice-president and director 
of International Acceptance Bank, Inc., New 
York, died suddenly last month. A native 
of Germany, he served his banking appren- 
ticeship with the Disconto Maatschappij in 
Rotterdam. He was connected with other 
European banks until 1919, when he came 
to this country. In 1921 he joined Paul M. 
Warburg in the organization of the Inter- 
national Acceptance Bank, Inc., and became 
a vice-president. He was recently elected 
a director. 

Mr. Vogel was considered an expert in 
matters of credit and gold movements. 


J. J. PULLEYN RETIRES 


J. J. PULLEYN has retired as chairman of the 
Emigrant Industrial Savings Bank, New 
York, after serving as an officer of that bank 
for twenty-nine years. He joined the bank 
as comptroller in 1903, was elected a trustee 
in 1906 and in 1916 was named president. 
He became chairman in January, 1931. 


TRANSAMERICA BOARD 
ELECTED 


Directors of the Transamerica Corporation 
have been elected to replace temporary ap- 
pointees selected at the annual meeting of 
stockholders in Wilmington, Del. A. P. 
Giannini is chairman of the new board and 
other members are: John M. Grant, president 
of the corporation; Chester H. Loveland, San 
Francisco; Theodore M. Stuart, Fresno; Russ 
Avery, Los Angeles; P. A. Bricca, San Fran- 
cisco; George J. De Martini, San Francisco; 
G. Ferro, Ventura County; Gordon Gray, 
San Diego; Dr. O. G. Hamlin, Oakland; T. 
W. Harris, Oakland; Ercole H. Locatelli, 
New York; Senator Vittorio Scialoja, Italy; 
F. G. Stevenot, Angeles Camp, Cal.; Herbert 
E. White, Sacramento, and A. P. Jacobs, San 
Francisco. 


APPOINTED ADVERTISING 
MANAGER 


Grorce O. EverReEtTT, assistant vice-president 
of the First Citizens Bank and Trust Com- 
pany of Utica, N. Y., has been appointed 
manager of advertising and new business of 
the bank. Mr. Everett was formerly adver- 
tising and new business manager of the Citi- 
zens Trust Company of Utica, which recently 
merged with the First Bank and Trust Com- 
pany and the Utica Trust and Deposit Com- 
pany to form a $64.000,000 bank, one of 
the largest in New York state outside the 
metropolitan district. 

Previous to his 


Utica connections Mr. 


ACTS AS 
TRANSFER 
AGENT 
AND 
REGISTRAR 
IN NEW YORK CITY 


United States Corporation Company 


150 Broadway, New York 


Everett was an account executive with Edwin 
Bird Wilson, Inc., New York advertising 
agency specializing in financial accounts. He 
was graduated from the School of Finance 
and Commerce of the University of Penn- 
sylvania, where he specialized in advertising. 
After graduation he taught this subject in 
the evening and extension schools connected 
with the university. After three years of 
journalism in New York he returned to the 
advertising field with Batten, Barton, Durs- 
tine and Osborn, New York agency, and was 
assigned to work on several New York bank, 
insurance and trust promotional campaigns. 


BOWERY BANK DEPOSITS 
INCREASE 


THE half-billion-doliar mark in deposits was 
passed by the Bowery Savings Bank of New 
York during the first quarter of 1932. The 
books showed a total on March 31 of $502,- 
000,000 deposits owned by 378,000 deposi- 
tors, a growth of $16,750,705 in deposits 
and 16,072 in depositors since January 1. 
Total assets of the bank are $553,764,412. 

The Fifth Avenue office of the bank, which 
opened October 15, 1931, with $230,000 in 
deposits and 1000 depositors, now shows a 
total of $14,754,628 deposits and 18,212 de- 
positors. 


OFFICER ELECTED 


JosrepH V. McCase has been elected an as- 
sistant secretary of the New York Title and 
Mortgage Company, New York. He will be 
at the 205 Montague Street office of the 
company in Brooklyn. 


MADE ACTING MANAGER 


Erwin R. Lonopyke, 29, teller and book- 
keeper, has been promoted to the position of 
acting manager of the Madison-West 97th 
street office of Cleveland Trust Company. 
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Before joining the Cleveland Trust Company 
in 1922, Mr. Longdyke spent two and one- 
half years as assistant note teller in the Mer- 
chants National Bank of Syracuse, N. Y. 


VICE-PRESIDENT RETIRES 


SAMUEL S. CAMPBELL retired May 1 from 
his position as vice-president of the Chase 
National Bank of New York. He had been 
a vice-president of the Chase since 1926 and 
prior to that time was for many years a vice- 
president of the Mechanics & Metals National 
Bank, which was merged with the Chase. 
Prior to 1914 he was vice-president of the 


Fourth National Bank of New York. 


NAMED VICE-PRESIDENT 


WILLIAM T. Ke Lty, for seven years an officer 
of International Acceptance Bank, Inc., New 
York, has been elected a vice-president of 
the Bank of Manhattan Trust Company of 
New York. 


NEW YORK BANK STOCKS 
REACT WITH MARKET 


THE New York City bank stock market 
during the week ended April 23 reacted 
with the general market, but the average 
is still above the 1931 low, according to 
records compiled by Hoit, Rose & Troster, 
bank stock dealers of New York. The ag- 
gregate market value of the sixteen leading 
issues was $1,424,153,000 on April 23 
against $1,488,145,000 on April 16, and a 
1931 low of $1,320,489,000 on December 
17. 

The average yield of 


the sixteen leading 
stocks as of April 23 was 8.64 per cent., com- 
pared with a yield of 8.27 per cent. on April 
16 and 9.84 recorded on December 17, the 
highest average yield reported last year. 
Based upon the April 23 figures, the six- 
teen issues now are selling at 10.6 times their 


known current earnings, against 11.1 times 
earnings on April 16 and at 9.2 times known 
earnings on December 17, the low for 1931. 
Tne current market value of the sixteen 
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stocks is 0.80 times known book value against 
6.84 on April 16 and 0.65 on December 17, 
TSS. 


TRAVEL COSTS ARE LOWER 


“AMERICANS who go abroad this year will 
find that they receive more value for their 
American dollar than in former years,” said 
R. E. Towle, vice-president of the American 
Express Company, New York, in an inter 
view on current travel conditions abroad. 
Drastic reductions in steamship fares are not 
the only factor which prompts this statement. 
“A great many European countries, in- 
cluding England, Denmark, Norway and 
Sweden, have abandoned the gold standard 
and their currency has depreciated in terms 
of the American dollar. This fact is of in- 
terest to Americans traveling abroad for the 
reason that prices have not, broadly speak: 
ing, kept pace with the fall in-exchange. In 
other words, travelers carrying travelers’ 
checks or letters of credit in American dollars 
are able to purchase more foreign currency 
or foreign value than they could a year ago. 
“The pound sterling, for example, is now 
worth about $3.80. Last year it was at par, 
$4.86. Hotel and transportation rates have 
remained the same in pounds sterling, which 
really mearis a reduction of about 22 per 
cent. in the dollar cost of traveling in Great 
Britain. It is possible to get a room and 
meals at very good hotels in London for 
one pound sterling a day, or roughly, $3.80, 
at the present rate of exchange. In the 
same way, travelers carrying American funds 
realize a substantial saving on _ purchases 
made. The Scandinavian exchanges also have 
depreciated and their crown is now quoted 
at, roughly, five to the dollar whereas it was 
formerly less than four to the dollar. 
“Even in countries that have maintained 
the gold standard, in order to meet competi- 
tion it has been necessary to reduce prices. 
In France prices have been revised downward 
and in the bordering countries—Germany, 
Italy, Switzerland—the same is true. 
“To sum up, then,” concluded Mr. Towle, 
“if it is true that a trip abroad is something 
which every American looks forward to, 1932 
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is undoubtedly the ‘opportunity’ year in 
which this trip should be made. 

“It is impossible to forecast how long this 
price situation will obtain; with the gradual 
return to normal economic conditions abroad, 
it is reasonable to assume that European ex- 
changes will move against the dollar and 
wipe out the present differential.” 


PROMOTIONS AT CITIZENS 
BANK 


PromoTION of A. H. Jehl and W. J. Rich- 
ards to positions as branch managers has 
been announced by Herbert D. Ivey, presi- 
dent of the Citizens National Trust & Sav- 
ings Bank of Los Angeles. Both men have 
been for a number of years at the head office 
and recently have engaged in utility service 
among the branches. 


PUBLIC FINANCING IN 1932 


New public financing in the United States 
during the first quarter of 1932, excluding 
domestic and Canadian municipals, aggre- 
gated only $130,816,000, according to pre- 
liminary compilations announced by Otto P. 
Schwarzschild, president of National Statis- 
tical Service, Inc., investment counselors, 
New York City. This total compares with 
$1,003,894,000 for the same period of 1931. 

The compilation reveals that the National 
City Company of New York led the list of 
investment houses during the first quarter by 
heading syndicates amounting to $58,700,- 
000. Chase Harris Forbes Corporation, with 
$15,000,000, ranked second and Halsey, 
Stuart & Co., Inc., third with $13,000,000. 
From the standpoint of total business par- 
ticipated in, either as syndicate head or par- 
ticipant, the National City Company also ac- 
counted for the largest vqlume with $58,700,- 
000. The N. W. Harris Co., Inc., ranked 
second with $23,250,006 and E. H. Rollins 
@ Sons, Inc., was third with $19,500,000. 

An analysis of the financing during the 
first quarter reveals that of the total new 
offerings of $130,816,000, bond and note 
issues aggregated $128,945,000, or over 98 





per cent. of the total, while stock issues 
amounted to only $1,871,000. Domestic 
public utility financing totaled $115,182,000, 
accounting for more than 87 per cent. of 
the total offerings. There were no foreign 
issues offered here during the first quarter, 
either for governments or corporations. 


BANK STOCKS IN STRONG 
HANDS 


THROUGHOUT the wave of liquidation which 
has carried prices in the general market to 
new lows during March and April, the bank 
stock market has stood relatively firm, Horn- 
blower & Weeks point out in a recent sur- 
vey. There appear to have been few offer- 
ings of importance and although the averages 
have declined, prices of leading issues are 
still substantially above the lows of last De- 
cember. This, according to the survey, indi- 
cates that bank stocks went into strong hands 
during the panicky liquidation in December 
and are being held by investors for long-term 
appreciation. 
! 


BANK HOLD-UPS ON DECREASE, 
SURVEY SHOWS 


WitH the large amount of unemployment 
and poverty, it would naturally be expected 
that bank hold-ups and attempted hold-ups 
would show an increase, but the opposite 
is the case, according to a compilation of the 
J. H. Wise Company, Inc., protection en- 
gineers of St. Louis. For the period from 
January 1 to April 20, approximately one- 
third of this year, there have been a total of 
133 hold-ups and attempts. This would 
mean an approximate total of 400 during 
1932, as compared with 519 for 1930 and 
613 for 1931. 

The figures by states bring out some in- 
teresting facts. In New York state, for in- 
stance, where a large number of hold-ups 
might be expected on account of the large 
population, there were four in 1930 and 
seven in 1931. Massachusetts, another 
thickly populated state, had only one hold- 
up in 1931 and none in 1930. Illinois and 
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Missouri showed the largest numbers of hold- 
ups and attempts. Those in Illinois are 
showing a decline, however. That state had 
eighty-five hold-ups in 1930, sixty-three in 
1931, and only nine in the first four months 
of this year. Missouri had thirty-one in 
1930, sixty-one in 1931, and thirteen in the 
first four months of 1932. 

Some of the less thickly populated states 
have surprisingly large numbers of hold-ups 
and attempts. Oklahoma is one of these, 
with thirty-four in 1930, fifty-eight in 1931, 
and fourteen in the first third of 1932. Texas 
had sixteen hold-ups and attempts in 1930, 
twenty-eight in 1931 and twelve in the first 
four months of this year. Kansas and Iowa 
also showed large numbers of hold-ups, in 
comparison with their populations. 


NEW CHECK SIGNER ON THE 
MARKET 


THE Todd Company, of Rochester, N. Y., 
has recently introduced a new check signing 
machine, which it calls the Blue Streak Check 
Signer. The new model, according to the 


The new Todd check signer. 


company, has “a degree of speed, durability 
and sure protection never before approached 
except in Todd check signers selling at from 
twice to four times the price of this new 
Blue Streak model.” On account of the 
lower cost of the new check signer, it is 
available for small business, as well as for 
large. 


NEW YORK CLEARING HOUSE 
BANKS REDUCE INTEREST 


A CHANGE in the method of calculating bal- 
ances subject to interest, which will reduce 
by one-eighth of 1 per cent. the interest paid 
on demand deposits by banks which are mem- 
bers of the clearing house, has been approved 
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by the New York Clearing House Commit. 
tee. Under the ruling the banks will make 
deductions for reserve requirements in cal- 
culating credit balances for interest. These 
requirements are 13 per cent. in the case of 
demand deposits and 3 per cent. in the case 
of time deposits, which means that depositors 
will receive interest on only 87 per cent. of 
their demand deposits and 97 per cent. of 
their time deposit balances, instead of on 
the entire balances, as heretofore. 


FIRST NATIONAL ABSORBS 
ATLANTIC, BOSTON 


THE First National Bank of Boston has taken 
over the Atlantic National Bank of that city 
and is operating its offices as branches of the 
First National. The consolidation went into 
effect on May 4. 

The merger took place shortly after Frank 
C. Nichols had been elected president of the 
Atlantic National, to succeed James D. Bren- 
nan, who died early in April, shortly after 
he had been named president. Mr. Nichols 
will become a vice-president of the First 


National Bank. 


HERE’S A GOOD ARGUMENT 


WHEN a wrathful depositor begins to 


complain about the service charge im- 
posed ‘upon his checking account, the 
banker need only bring forth the argu: 
ment suggested by the Educatio&#al Com- 
mittee of the Wisconsin Bankers Asso- 
ciation, i. e., a comparison of the cost of 
post office money orders with that of 
checks. The committee lists the price 
charged by the Government for money 
orders, as listed below, and adds, “And 
we hesitate to charge four cents for each 
check not paid for with compensating 
balances. Why hesitate longer?” 


Post Orrice MonEY ORDERS 


Amount 
$0.01—$ 2.50 
2.51— 
5.01— 10.00 
10.01— 20.00 
20.01— 40.00 
40.01— 
60.01— 
80.01—100.00 


For amounts over $100 one 
another at above rates. 


must buy 





What is the 


RECONSTRUCTION 


Finance Corporation 
Doing? 


It is acting as a great 


discount bank, and is loaning over $7,000,000 a day 


HESE., loans are made to every part of the United 
States through banks, agricultural credit corpo- 
rations, live stock credit corporations, and to the 
railroads, building and lean associations, mortgage 
loan companies, and insurance companies. The appli- 
cations come in through the 33 branches and are care- 


fully inspected locally and in Washington. 


The 


amounts loaned vary from a few thousand dollars to 
several millions, and due consideration is given the 
necessity of each case. 


Wuat Arg THE CHances IN THE Economic Picrure? 


oe the Reconstruction Fi- 
nance Corporation, the enlarged 
powers of the Federal Reserve Sys- 
tem, the campaign against hoarding, 
and the United Action for Employ- 
ment, great fundamental changes have 
developed. 

Beginning last summer with the fi- 
nancial crisis in Germany, and the sus- 
pension of gold payments in England, a 
tremor of fear went through the entire 
world. Bank failuresincreased rapidly in 
this country, encouraging the hoarding 
of currency and the sale of securities. 


This picture is now changed. Money 
is being returned to circulation. The 
resources of banks that failed in March 
are about equalled by the resources of 
the banks that reopened. People are 
becoming impatient with anything 
which is obstructing the return to nor- 
mal trade and living. The dollar will 
buy more in merchandise, services and 
securities than it has for many years. 
The active dollar is the only dollar that 
is valuable, and it is now putting its 
more slothful neighbor to shame. 


THE NATIONAL PUBLISHERS’ ASSOCIATION 


‘*As the most nearly self-contained nation, we have within 
our own boundaries the elemental factors for recovery.’ 


(From the Recommendation of the Committee on Unemployment Plans 
and Suggestions of the President’s Organization on Unemployment Relief) 
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Rose & Troster, 


work ot the statistical department of Hoit, 


New Safety Locker for Tellers 


NEW safety locker for tellers, 
Av provides complete daylight 
protection against hold-ups and 
mysterious disappearances, has been an- 
nounced by the research laboratory of 
the Diebold Safe and Lock Company 
of Canton, Ohio. The unit makes 


possible the systematic handling of 
money by both commercial and bank 
cashiers and tellers with adequate 
physical protection balancing their re- 
sponsibility. 

The unit consists of a money drawer 
and safety locker, built as one unit, 
which may be installed in the counter 
or used in the open on a suitable base. 
The accompanying illustration shows the 
unit alone and, on the left, as it appears 
when installed in a counter. 

Surplus cash is kept in the locker, 
which is always locked except as the 
teller needs additional cash. The money 
drawer has a special compartment from 
which excess cash, above the teller’s 
needs for immediate transactions, is 
automatically and secretly deposited in 
the tray inside the locker whenever 
the drawer is closed. 

This new unit, which is said to be 


than the money 
drawers in common use, gives the 
teller adequate physical protection. 
Since he alone controls the locks of 
both money drawer and locker, he has 
undivided responsibility for the money 
in his drawer and thus losses from 
mysterious disappearances are elimi- 


more convenient 


nated. When he leaves his post dur- 
ing the day, all his money is pro- 
tected, instead of being left openly 
on the counter or in ordinary money 
drawers where it is a con:tant source 
of temptation to the criminal mind. 


The “delayed control” feature of this 
new unit is also an effective protection 
from hold-up attack. It not only has 
a tendency to prevent such attacks, 
when it is known to be in use, but 
also, where they have occurred, this 
feature has protected surplus sums 
without antagonizing the bandits and 
goading them to threaten or inflict 
personal violence. 

This delayed control is established 
by equipping the safety locker with 
either electrical supervision or delayed- 
time-combination-lock supervision. 

When the delayed control time-com- 
bination-lock supervision is applied to 
the unit it delays entrance to the locker 
for a pre-determined period. Bandits 
have no time to wait—they must get 
the money and get away. Hence the 
delayed control has proved most effec- 
tive in safeguarding cash in hold-ups. 
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Bank Secondary Reserve 
and Investment Policies 


By 


PAUL M. ATKINS 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 
has been making a study of this sub- 
ject for a number of years and this 
volume embodies the results of his 
Why Banks Need Secondary Reserves 


interview of some three hundred Basic Factors Underlying Bank Re- 
. serves 
different bankers, many of whom con- Size and Composition of a Primary 
e e : Reserve 
tributed data based on their own ex- ~~ of a Second- 
. . k 
perience. The Investment Account of a Ban 


BANKERS PUBLISHING COMPANY 
185 Madison Avenue, New York, N. Y. 


Please send me, postpaid, a copy of “Bank Secondary Reserve and Investment 
Policies.” I agree to remit $2.00 within five days or return the book. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


MopeRN DEVELOPMENTS IN BANKING. By 
Newton D. Alling. New York: Bankers 
Publishing Company. $1.00. 

WitHIN the compass of 105 pages the au- 
thor of this modest volume has packed more 
real information relating to our banking 
structure than may be found in many other 
ponderous treatises on the same subject. And 
he is not writing from the standpoint of 
theory, but of long experience in banking 
and much keen study and observation. His 
writings are intended to explain the mani- 
festations of currency and credit so that they 
may be understood by “the average citizen,” 
but they are equally well calculated to in- 
struct not only the average banker but the 
more eminent members of the fraternity. 

Mr. Alling carefully explains and illustrates 
the composition and workings of the Federal 
Reserve System, the effect of currency on 
prices, the gold standard, and kindred sub- 
jects. What he has to say on the subject 
of time deposits in banks should be enlighten- 
ing to bankers who may have congratulated 
themselves on the diminished reserves per- 
mitted to be carried on this class of obliga- 
tions to the public. 

Running through all that is said, the main 
thesis of the book frequently appears. It is 
this: that there is an excess of credit being 
created through security loans and _ invest- 
ments—that a great deal of what should be 
investment funds finds its way into bank de- 
posits, thus inflating credit and prices. This 
inflation, the author holds, is responsible for 
much of our present situation. But he pro- 
poses no immediate or drastic change, but 
that gradually we should seek to disentangle 
commercial banking from that of the invest- 
ment type. In this view he is in agreement, 
in principle, with pending banking legisla- 
tion. Mr. Alling does not find capitalism 
or banking so much on trial as those who 
are in control of their operations. 

The book is timely, as it deals with mat- 
ters of current and urgent interest. It is up 
to date, taking note of the most recent 
amendment of the Federal Reserve Act. Its 
facts and arguments are worthy of the atten- 
tion of every banker and of every citizen 
who wishes to understand the importance of 
a properly regulated credit system to an or- 
dered prosperity of the country. 


PricING FOR PRoFIT. 
New York: 
$3.00. 

DisTINGUISHING between plunder and profit, 

the author makes out a strong case for the 

latter as the mainspring of progress in en- 
terprise and as a most important element in 
social and economic development. He does 


By W. L. Churchill. 
The Macmillan Company. 


not write from the standpoint of theory alone, 
for his experience in helping to work out 
business problems for large enterprises has 
been long and extensive. His conclusions 
are based on this experience. 

While the book deals principally with 
manufacturing and merchandising, it should 
be of special interest to bankers, for if much 
of the country’s production and marketing 
is conducted on hit-and-miss methods, as the 
author asserts, no wonder banks are failing. 

Pricing for Profit is a book of great value 
—“a guide to profitable business.” 


CoMMERCIAL BANKs, 1913-1929. Geneva: 
League of Nations Information Section. 


THE absence of a periodical reference book 
giving in a single volume a scientific analysis 
of the development of commercial banking 
in the world as a whole and of the position 
of the banks in each country has been an 
obvious and regrettable gap in the modern 
equipment of financial information. This gap 
has now been filled through the good offices 
of the Economic Intelligence Service of the 
League of Nations which has published the 
first edition of a “Memorandum on Com- 
mercial Banks,” covering some thirty differ- 
ent banking systems. It is proposed to com- 
plete this study and keep it regularly up to 
date in the future. 

The volume opens with a general intro- 
duction of some sixty pages containing an 
analysis of the main features of post-war 
commercial banking up to the beginning of 
the present depression. Whenever possible 
comparison is made with the last pre-war 
year. 

The introduction is followed by a series 
of chapters dealing with the banking systems 
of the individual countries, describing inter 
alia, their development, composition and char- 
acteristics. The main provisions of the bank- 
ing legislation in force are also set forth. 
The volume thus constitutes a most valuable 
source of reference on banking in the various 
countries, 


A Basis FOR STABILITY. 


By Samuel Crow: 
ther. Boston: 


Little, Brown. $3. 


Amonc the many plans presented for the 
regulation or stabilization of industry, few 
have been the work of the industrial leaders 
themselves. In this book, however, Mr. 
Crowther gives the views of twenty-one busi- 
ness men, each of whom is an outstanding 
figure in the particular industry with which 
he is connected. Each man discusses the in- 
dustry with which he is identified and gives 


his plan for stabilization in that particular 


field. The result is, of course, not one plan, 
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it is more nearly twenty-one distinct plans, 
for each industry presents different problems. 

For the person who wants to know what 
Alfred P. Sloan, Jr., and Henry Ford think 
of the problems facing the automobile indus- 
try, or J. C. Penney’s opinion of the so- 
called “chain store menace” or other equally 
authoritative opinions on important industries, 
this book is well worth reading. 

Among the men interviewed by Mr. Crow- 
ther for this book are Myron C. Taylor, 
John Hays Hammond, James J. Davis, Wal- 
ter C. Teagle, General W. W. Atterbury, 
Richard F. Whitney, G. F. Swift, Martin F. 
Insull, Carl Snyder and William R. Basset. 


Are You As OLD FINANCIALLY AS IN YEARS? 
MakeE Sure. By Charles Mills de Forest. 
New York: The American Provident 
Society, Inc. 50 cents. 


A SHORTER form of the book, How Old Am 
I Financially, containing practically all the 
information of the larger volume but omitting 
the blanks for keeping personal or family 
budgets which are provided in the larger 
book. 

The book explains the value of systematic 
saving and investing for a definite goal, i. e., 
financial independence. Tables are set up 
showing the amounts to be saved monthly or 
weekly to enable the saver to reach a certain 
goal at the age of sixty-five. 


STONE & WEBSTER BOOK RE- 
CORDS PIONEER WORK 


AN illustrated book issued by Stone & Web- 
ster, Incorporated, New York, records the 
history of that organization and its services 
to industry and science. A chart sets forth, 
for the first time, the working relationship 
between the parent company and its various 
subsidiaries, which function as a unit in a 
broad field, embracing engineering construc- 
tion and finance and the ownership and su- 
pervision of public utilities. 

The original firm of Stone & Webster was 
founded in 1888 by Charles A. Stone and 
Edwin S. Webster, student friends and gradu- 
ates from the Massachusetts Institute of 
Technology, with a capital of $4000. On 
January 1 this year, according to the balance 
sheet, assets of Stone & Webster, Incorpo- 
rated, exceeded $400,000,000. 

Among the Stone & Webster achievements 
cited in the book are: More than $1,000,000,- 
000 worth of construction completed; more 
than 3,200,000 horse power or steam power, 
about 10 per cent. of the nation’s central sta- 
tion total, designed and built; 1,235,000 horse 
power of hydro-electric power, about 8 per 
cent. of the nation’s total, designed and con- 


structed, and over $7,000,000 worth of prop: » 


erty appraised. Of Stone & Webster's total 
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program 75 per cent. has been for clients 
independent of Stone & Webster interests 
and 80 per cent. has been repeat orders. 

Public utility supervisory services were es- 
tablished thirty-nine years ago. Since then 
properties have been supervised in twenty- 
nine states, Canada, Mexico and the West 
Indies. As a principal the organization has 
participated in underwriting more than $2,- 
000,000,000 of security issues during the last 
five years and security distribution since 1927 
totals more than $1,000,000,000, exclusive 
of wholesale and commission business. 


BANK MANAGEMENT 


THE Bank Management Commission of the 
American Bankers Association has issued a 
booklet on “Bank Management by Budget 
and Accrual” which includes the budget of 
funds, budget of income and expense, and 
the application of accrual accounting in 
banks. This is the commission’s tenth book- 
let in a series on bank management. Copies 
may be obtained for 2% cents each from the 
commission. 


NEW BOOKS 


BANKING. By Frederick A. Bradford. New 
York: Longmans. $3. The history of 
banking in the United States, its present 
processes and problems. A companion 
text book to “Money” by the same author. 

Everysopy’s Business. By Hartley With- 
ers. New York: Cape & Ballou. $3. An 
outline of some of the difficulties that are 
preventing the world from being prosperous. 

A PRIMER OF Money. By Donald B. Wood- 
ward and Marc A. Rose. New York: 
Whittlesey House, McGraw-Hill. $2. 


ExTENDED HicH YieELD BOND VALUES. 
Computed and compiled by the Financial 
Publishing Company, Boston. 

Acainst RevoLuTION. By Gilbert Seldes. 
New York: John Day. 25 cents. 

Tue THREE PHARAOHS. By Hermann Hage: 
dorn. New York: John Day. 25 cents. 

THE STRANGE ATTACKS ON HERBERT 
Hoover. By Arthur Train. New York: 
John Day. $1. 


SHort SELLING. For and Against. By 
Richard Whitney and William R. Perkins. 
New York: Appleton. $1.25 


Business Looks AT THE UNFORESEEN. By 
Wallace Brett Donham. New York: Whit- 
tlesey House, McGraw-Hill. 

THE BANKING SysTEMS OF GREAT BRITAIN, 
FRANCE, GERMANY AND THE UNITED 
STATES OF AMERICA. By Kenneth Mac- 
kenzie. New York: Macmillan. $1.40. 


Tue Story oF Uncie SAm’s Money. By 
W. O. Woods. New York: Gregg. $1.50. 





